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THE SILVER QUESTION 



AND 



THE GOLD QUESTION. 



INTKODUCTION. 

T71ROM its relation to our monetary standard, a 
decline in the value of silver easily becomes 
apparent. An appreciation of gold, on the other 
hand, is more difficult to determine, as being the 
standard of value, it cannot measure itself, and 
there is no medium by which the rise can be gauged 
apart from the general fall in the prices of com- 
modities. Evidence in this respect, however, has 
of late been accumulating, which leaves it beyond 
doubt that an important appreciation in the value 
of gold has actually taken place. Is this rise in 
the value of gold connected with the fall in the 
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value of silver? and how much of the apparent 
fall in silver is due to the enhanced value of the 
gold standard in which we measure it ? These are 
questions not of mere curiosity, but of great prac- 
tical import, for this disturbance in the relative 
value of these two monetary metals is interfering 
with commerce everywhere, and it behoves us to 
inquire to what causes this disturbance has been 
due. Are they simply natural causes which cannot 
safely be meddled with ? or are they, on the other 
hand, causes under human control — the result of 
legislative action or of the want of it ? A belief 
in the former of these views, that nothing can be 
done to remedy the present state of matters, has 
been at the root of the apathy with which so many 
regard this question. They admit the evil, but 
believing that only the stern law of supply and 
demand is involved, they give the matter no 
serious consideration, and regard the opinions 
of those who take a different view almost with 
contempt. I think, however, that a better disposi- 
tion as regards the investigation of the subject is 
beginning to prevail. In the difficulties with which 
we are now face to face we have the fulfilment of 
the predictions of such men as M. Wolwoski and 
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Mr. Ernest Seyd.* Surely when actual experience 
is corroborating those predictions it is high time 
to examine the arguments on which they were 
based, and the proposals to remedy the anticipated 
evils which they so earnestly urged. 

How are the opinions of those who opposed 
them standing this same test of experience? 
I select two who in the early days of the contro- 
versy were most prominent and influential in 
their opposition. In his book on " Money and the 
Mechanism of Exchange," published in 1875, Pro- 
fessor Stanley Jevons wrote : 

" Within the last year or two the predictions 
of M. Wolwoski may seem to have been verified 
in. some. degree. The price of standard silver, 
which was at one time 62Jd. per ounce, has 
already fallen as low as 57|d., while the demo- 
netisation of silver in Germany is only partially 
accomplished. • . • but it is by no means 
certain that it will fall further than it has 
already done. That a great rise will really 
take place in the purchasing power of gold is 
wholly a matter of speculation. We cannot 
do more than make random guesses on the 

* Appendix M.. 
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subject, and, as a mere guess, I should say it 

is not likely to rise. Gold has since 1851 been 

falling in value, and the increased demand for 

gold is not likely to do more than slacken or, at 

the most, arrest the progress of depreciation." 

In the preface to a collection of his articles on 

the silver question, published in the Economist, 

Mr. Walter Bagehot wrote, in February 1877, just a 

few weeks before his lamented death : 

44 1 consider that the rise in the price of 
silver from 47d. last summer to 55|d. now, 
shows the preceding great fall from 54|d. last 
February to be only a momentary accident in 
a new and weak market, and not the per- 
manent effect of lasting causes 

As yet no one can prove that the permanent 
value of silver, whether in its relation to 
gold or to commodities at large, will change 
so much as to render any alteration ne- 
cessary." 
These authorities, as well as the two on the 
other side whom I have named, have all passed 
into the silent land, and while reverently recalling 
the words in which they ventured to forecast the 
issue of the question, we cannot fail to see in the 
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light of the experience which we have since gained 
that on the point referred to the two former were 
right, and the two latter wrong. Wolwoski and 
Seyd stood at first almost alone in raising the voice 
of warning against the propaganda in favour of gold 
mono-metallism which resulted from the Monetary 
Conference of 1867.* We catch a glimpse of the 
spirit of the former from a few prefatory words of 
M. Emile Laveleye, in an address read before the 
French Institute in Paris on 10th May, 1881, in 
which he says — " If I undertake within these walls 
to speak of money, it is to obey the wish of my dis- 
tinguished and regretted master, Wolwoski, who in 
his last illness wrote me in a hand already enfeebled 
— ' My strength is forsaking me ; but do you continue 
to defend our cause, which is the truth.' " Of Seyd's 
earnestness his writings testify, and the circum- 
stances of his end show how much his heart was 
in the cause he so earnestly advocated. He died 
in a hotel in Paris in April, 1881, whither he had 
gone for the purpose of watching the proceedings 
of the Monetary Conference, held that year, which 
was then beginning its sittings. Of the two 
others we must speak in similar terms of respect 

* Appendix D. 
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and reverence* Bagehot's influence on those with 
whom he came in contact seems to have been 
unique in the loving sympathy and esteem for his 
genius which he inspired, and perhaps reverence 
for his opinions still dominates the journal with 
which he was identified, and influences its attitude 
towards this question. Nor was the influence 
which Jevons exercised less remarkable, as was 
shown by the thrill of sorrow which was every- 
where felt when on that summer day three years 
ago his body was found in the water near the shore 
where he had gone to bathe. Though opposing the 
views which it is the object of these pages to 
advocate, his writings have done much to establish 
them, more especially the demonstration he has 
made as to the smaller variation in the value of 
money in relation to commodities under a double 
standard of gold and silver than of gold alone. 

Time, I believe, with him might have wrought 
further change, for we must bear in mind that the 
idea that gold was the only standard which civilised 
nations should have, was, twelve or thirteen years 
ago, almost universally entertained. It was a 
cherished dream of perfection and finality in money 
which economists held dear. Jevons was one of 
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those who saw all the possibilities as to universal 
money which the idea involved; and it is not 
wonderful that he clung to it. Most of those now 
known as bi-metallists at one time shared the same 
views, and I think it is not assuming too much to 
believe that the waiting attitude, as "of travellers 
waiting till the air becomes clear," which Jevons 
advocated in one Of his latest papers on the sub- 
ject might, in the fuller light which experience is 
gathering around it, have resulted in a further 
advance towards what Wolwoski, with his clearer 
perception, so early discerned as " the truth." 

The solidarity of money, the fact that silver 
cannot be displaced without affecting the value of 
gold, is now being gradually recognised ; and in 
view of the further action that other nations will 
be forced to take regarding silver and the effect of 
such action upon ourselves and our Indian 
Empire, it is surely wise to give the matter due 
consideration. 

During the last six years I have from time to 
time taken part in the discussion of the question, 
and what follows embraces the more important of 
the contributions that I have made to it. I 
thought of recasting the whole so as to give the 
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various points touched upon more consecutive 
sequence ; but this would have been difficult, and 
would have involved more completeness in dealing 
with the whole question than I have leisure to 
attempt. I have therefore kept the various papers 
to a large extent in their original form, arranging 
them, with additions now made, as conveniently as 
I could. I hope the little volume thus produced 
may be found useful in helping on the cause which 
I regard as so vital to the commercial interest of 
our country and of the world. 

I have arranged in an Appendix some extracts 
from documents and other materials, bearing 
chiefly on the historical aspects of the question, 
which may also be interesting. 
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BI-METALLISM, 

GENERAL VIEW OF THE QUESTION.* 

Many suppose that bi - metallism is something 
new. The name may be new, but what it serves 
to indicate, viz., the use of gold and silver as 
money, is nearly as old as the history of man. 
The advocates of bi-metallism do not propose 
anything of a revolutionary character; on the 
contrary, their action is conservative, and their 
aim is to resist what is leading to, and must ulti- 
mately end in, a disastrous revolution in the world 
of money. 

For seventy years prior to 1874 bi-metallism 
ftas practically in force for all the purposes of 
international commerce. Individual nations had 
different standards — some had gold alone, some 
silver alone, and others gold and silver ; but, owing 
to the uniform relative value of the two metals, 

* This paper was published as a separate Essay five years ago 
and is now reproduced somewhat recast. 
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silver and gold throughout the world formed prac- 
tically one mass of metallic money, and the par of 
exchange between a gold country and a silver 
country, or between either of these and a gold and 
silver or bi-metallic country, was for all practical 
purposes a fixed value, varying almost as little as 
if all the nations of the world had been mono- 
metallic, that is, had had one metal alone as the 
standard of value. 

How this uniformity in the relative value of gold 
and silver was maintained did not engage the 
attention of economists. The fact was accepted, 
and it seemed almost an arrangement of nature 
which the most violent variations in the relative 
supplies of the two metals could not disturb. 
But a day came when the true cause of this uni- 
formity was revealed. The promulgation of a new 
monetary law at Berlin, and the decision of 
Prance and the Latin Union* to suspend the coin- 
age of silver, showed the world that this uniformity 
of the two metals had been dependent on the action 
of the bi-metallic system of France, backed by the 
equilibrium which was maintained by the counter- 
acting influence of silver mono-metallic countries 
such as Germany, as against gold mono-metallic 
countries such as England. With the French lawt 
in abeyance, and the general equilibrium disturbed, 

* Appendix F. + Appendix A. 
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the world quickly saw that it was human law and 
not the natural law of supply and demand that had 
linked the two metals so effectually and so bene- 
ficially together. 

While silver was always sold in London as a 
commodity, it was also exchangeable in Paris at 
the fixed rate of 15J to 1 of gold. This exchange 
point of France necessarily ruled the price in 
London. As long as free mintage was maintained 
in Paris no one would sell silver in London at a 
less price than would result from sending it to 
Paris and getting it exchanged for gold at the legal 
rate, nor would any one buy silver in London at a 
higher price than would result from sending gold 
to Paris and getting it exchanged for silver. 

The annexed table shows the ratio of price 
between gold and silver from the year 1801 to 
1884 ; also the annual supplies of each metal as far 
as 1 have been able to obtain them, with further 
columns showing the proportion which the supply 
of gold bore to that of silver, and the total supplies 
of both metals.* The figures are mainly taken 
from the Eeport of the Silver Committee of 1876, 
the ratio column being supplemented according to 
the rule there given. 

* Appendix B. 
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J 

A glance at the ratio column will show how 
small were the variations up to 1874, and how 
violent they became after that date. In 1876 the 
action of the German Government in selling their 
demonetised silver began to tell with full force. Jn 
that year there was also a scare with regard to the 
supplies of silver expected to come from the new 
silver mines in Nevada and California, and the 
price was run down to 46|d. per ounce in the 
month of July of that year; by the month of 
January, 1877, the price had rebounded to 58 Jd. — 
a rise of 24*6 per cent, in six months. In March, 
1879, it stood at 49d., in March, 1881, 52d., and 
to-day the price is somewhere about 49d. Every 
one knows that the exchanges of silver countries on 
England had to follow these violent fluctuations, 
and the losses, and disorganisation of business 
which have resulted therefrom are also well known. 

Let us look back for a moment at the causes 
which led to the action of Germany in demonetising 
her silver. In the year 1867, when the Paris 
Exhibition was held, a number of currency re- 
formers met in Paris with the idea of discussing 
some system of universal currency by which the 
coins of all nations might be harmonised. A very 
laudable object, no doubt. These reformers, how- 
ever, found that a serious obstacle to the realisation 
of their schemes existed in the different standards 
of value which the leading nations had adopted, 
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and from that time there began a propaganda in 
favour of gold mono-metallism. The English 
system was regarded as the best, and England's 
commercial prosperity was supposed to have re- 
sulted largely from her monetary system. The 
idea was that gold should become the standard of 
all the richer, while silver might remain the 
standard of the poorer, nations. These ideas had 
made considerable progress in France when the 
Franco-German war commenced. Had it gone 
differently, perhaps France would have parted 
with her silver as Germany has done, but we all 
know the issue of that war and its consequences. 
France lay at the feet of her conqueror, and with 
the indemnity money in hand Germany thought 
she had the power of gaining a further victory over 
her rival by getting ahead of her in her monetary 
system. The currency of the German empire 
sadly needed reform, but more than this was 
decided upon. Led away by the views of the 
panegyrists of gold mono-metallism, she decided 
to change her standard from silver to gold,* and 
thus put herself on a line with England. The 
operation of trying to get rid of her silver, and of 
replacing it with gold, proved a costly and difficult 
one for Germany, and after continuing her sales of 
silver for four years she had to suspend them. A 
large amount of legal tender silver is still circu- 

* Appendix E. 
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Iating in certain denominations of coins, and as 
these are on the basis of 15J to 1 of gold she is so 
far practically in the same position as France. It 
is quite understood that Germany now doubts the 
wisdom of the move she made. Will she stop 
short, or go forward in completing the change ? 
That question is now agitating Germany. Her 
Government sees the difficulties on both sides, 
and it is believed that in view of these there is a 
better disposition on her part towards international 
agreement as the best solution of the difficulty. 

The economists who urged the adoption of gold 
mono-metallism seemed to think that gold and 
silver would always continue, as they had done, 
about the same relative value. They did not 
foresee the effect of their propaganda on the value 
of silver. It required, however, only one nation to 
become a convert to their views and to carry them 
out practically to bring about all the disastrous 
consequences we have seen, and already the 
principle of gold mono-metallisin is self-condemned. 
The world sees that it cannot be extended without 
entailing untold evil, and all monetary authorities — 
those who rank themselves as the opponents of 
bi-metallism, as well as those who favour it — 
are now equally opposed to the extension of gold 
mono-metallism. All equally wish to see silver as 
well as gold maintained as money. But how is it 
to be done if not in the way that bi-metallists 
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advocate? Their opponents do not say. They 
only say — "England mast do nothing in the 
matter." Such a course is not only selfish, but 
illogical. If nothing is done, nation after nation 
must give up silver as its standard, and it is only 
the magnitude of the danger that makes them 
pause to see if nothing will be done by the leading 
nations in the direction of bi-metallism. France 
still waits, but she cannot wait indefinitely. Her 
currency laws are founded on bi-metallism, and 
must ere long be repealed if they cannot be put in 
force. At present they are simply in abeyance as 
regards the free coinage of silver. Throughout 
France any amount of coined silver can be ex- 
changed for gold at 15£ to 1, but nothing fresh can 
be coined. Her bi-metallic system with its free 
coinage of silver for all comers had, as we have 
seen, linked gold and silver together not for France 
only but for the world, but like some grand old 
bridge of solid masonry held together more by the 
cohesion of its materials than by its structural 
form, it gave way, after resisting many a strain, 
under a pressure it was never intended to bear. It 
can never again be restored on the same lines ; a 
new bridge must be constructed, resting on the 
broad basis of the general* accord of nations. 
France and the United States would willingly join 
in such an accord, but the co-operation of one 
other power is necessary to initiate bi-metallism. 
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That power is England, and whenever she can be 
induced to lay aside old prejudices, and join in a 
convention, the whole thing will be accomplished, 
and gold and silver will be again practically re- 
garded as one metal for all the purposes of inter* 
national trade. 

I have referred to the equilibrium formerly main- 
tained between silver countries and gold countries, 
and will now indicate more fully what I mean by this. 

The gold and silver money existing in the 
world in the year 1870 was estimated by 
Mr. Ernest Seyd to amount to about 1,850 millions 
sterling, consisting of 700 millions gold, and 650 
millions silver. The distribution of this amount 
was as follows : — * 

Gold. Silveb. 

Coin A Bullion. Coin A Bullion. & ^S^ y 

Pull value. Full value. Jkl SSS^U 

England £130 millions £ — millions £15 millions 

France 260 „ 70 „ 14 „ 

Germany 30 ,, 60 „ 16 „ 

Belgium, Holland, \ 

Portugal, Denmark, f , ft 4 * in 

Sweden, and Swit- f 4U » 4D " 1U » 

zerland ) 



The rest of Europe ... 60 „ SO „ 25 



i» 



Total in Europe £520 millions £205 millions £80 millions 

United States 80 ,, ... 5 ,, 

Other States in A me- \ 

rica, the Colonies, f 140 50 10 

and generally dis- f lw » ou " 1U » 

tributed i 



^^^^ \ 10 „ 250 



>» ' v »» 



40 



£700 millions £505 millions £145 millions 

o" 
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Mr.' Seyd divides the countries here embraced 
into four groups, the first three having metallic 
currencies and the fourth having no metallic cur* 
rency. The first group consisting of — 

England, Portugal, "> 

Chili, and Ana- V Under the gold valuation, 
tralia ) 

The second group consisting of — 

France, Belgium, ' 
Switzerland, 



Spain, New Gra- 
nada, Ecuador, 
and Peru 



Under the gold and silver valuation — 



Under the silver valuation. 



The third group consisting of — 

Germany, Holland, * 
Sweden, Norway, 
Denmark, Mexico, 
Central America, 
India, and China. . 

The fourth group consisting of — 

Turkey, Brazils/ 

Having an inconvertible paper valuation. 



United States, 
Italy, Greece, Aus 
tria, and Russia. . . , 



Mr. Seyd further estimates that under the gold 
valuation there are in a country— 

88 per cent. Gold coin, legal tender. 
10 „ Silver coin F TokenM 
2 „ Copper com ) J 

tfnder the gold and silver valuation — 

" ;; Co^ d6 !: re ! tete . d ! ^ken money 

tfnder the silver valuation — 

75 per cent. Silver coin, legal tender. 

13 ,, . Gold coin, current, but not legal tender. 
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In 1870 there was therefore the bi-metallic group 
forming a centre, and on either side the gold and 
silver groups. The former with its 88 per cent, 
gold forming a counterpoise to the latter with its 
75 per cent, silver. 

Keeping this arrangement in view one can under- 
stand how it was that no undue strain came upon 
the mints of France and the other States of the 
Latin Union* which held to the bi-metallic system. 
Gold and silver alike passed freely through their 
mints, and, as a rule, there was no undue accu- 
mulation of either metal. The gold which they 
could spare found its way to the gold States, and 
the silver to the silver States. But when Germany 
and the smaller States which she influenced retired 
from the silver group and joined the gold group, 
this equilibrium was destroyed. Germany had 
60 millions in silver to dispose of, and she re- 
quired 60 millions in gold to take its place, In 
alarm as we have seen, and fearful that she 
might be denuded of her gold as well as inun- 
dated with silver, France closed .her mint, and 
the system which had secured the uniform relative 
value and free use of silver and gold throughout 
the world collapsed. Silver, thenceforward, for 
international purposes, became nothing more than 
a commodity, while gold asserted itself as the 
only and supreme standard throughout the world, 

* Appendix C$ 
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" el Hey de todos lo$ Reyes" in the empire of 
money. 

It is just possible that if France and the other 
bi-metallic countries had held boldly to their 
system the danger might have passed, and that 
the excessive supplies of silver sent from Germany 
to her mint might have found their way, as they 
had done formerly, to other countries where they 
were required. But why should Prance be exposed 
to such a risk ? It was right also that the world 
should recognise the beneficent services she had 
been rendering, and that other nations, such as 
England, which had benefited so largely by her 
action, should see the necessity of also bearing 
their part in maintaining the proper relation of 
the two metals as money. 

The world was staggered by the consequences 
which ensued upon the closing of the French mint- 
There was the grossest ignorance prevailing every- 
where regarding the matter ; and, to intensify the 
difficulty, the rich results which were reported as 
being obtained from the working of the new silver 
mines in Nevada and California, especially from 
the Comstock lode, for a while caused the greatest 
alarm lest silver might become as cheap and 
plentiful as copper or tin. This, however, proved 
only a short-lived scare, and of late the output of 
new silver has kept comparatively steady. 

The theorists who opposed bi-metallism pointed 
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to this increase in the supply, and ascribed the 
whole disturbance in the price of silver to the 
natural law of supply and demand. They over- 
looked or shut their eyes to the fact that equally 
sudden, and far greater, variations in the supplies 
of the two metals had frequently occurred during 
the previous seventy years without disturbing their 
relative value. The table to which I have already 
referred also shows this.* In the parallel column 
against each year will be found the relative supply 
of the two metals, from which it will be seen that 
while the ratio in price of the two metals kept 
almost uniform, the proportionate supply had varied 
from 2*97 of silver to 1 of gold, to '22 of silver to 1 
of gold. 

In the early years of the century there had been 
a great increase in the relative supply of silver. 
Again on the discovery of the gold mines of 
California and Australia the supplies of gold sprang 
from 5 millions in 1849 to 86 millions in 1852 
without any corresponding increase in the supply of 
silver. Yet the price of silver remained the same. 
These facts effectually dispose of the idea that it 
was the supplies of silver from Nevada and 
California that led to its depreciation. Under 
the breakdown of the old system they intensified 
the difficulty, but apart from this they might 
have had no effect. 

* See page 12. 
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I will now notice briefly a few of the practical 
effects of the disturbance in the relative value of 
gold and silver. I have shown that prior to 1874 
the two metals were practically one in constituting 
the metallic money of the world. When economists 
spoke or wrote of money in connection with inter- 
national trade they meant the precious metals — 
silver and gold, not one of these metals only* — 
and the two together in their aggregate volume 
formed the metallic medium of exchange, by which 
the trade of the world was carried on. Economists 
justly assert that while metallic money is a standard 
of value in relation to other commodities it is also 
itself a commodity, and as such is subject to the 
laws which rule the value of all other commodities. 
Scarcity must enhance its value, and abundance 
must diminish its value. If the quantity is in- 
creased, its value in relation to all other com- 
modities must fall; if it is reduced, its value in 
relation to these must increase. Now take, for 
illustration, the estimated figure of £1,350 millions, 
or say £1,400 millions as the value of the metallic 
money of the world — half this amount being gold 
and the other half silver. Suppose that amount 
were rapidly diminished, values of commodities 
everywhere would fall ; suppose it were increased, 
values would be augmented. If silver were every- 

* John Stuart Mill's "Political Economy, " Book III., chapters 
19&21. 



General View of the Question. 28 

where effectually demonetised, this would reduce 
the metallic money in the world to £700 millions 
of gold, and as this £700 millions would have to 
do the exchange work which is at present done by 
£1,400 millions of the two metals, its value would 
be correspondingly increased. One sovereign 
would have the same purchasing power as two 
sovereigns now have, prices of commodities would 
seem to fall to this extent in relation to money, 
but in reality it would be that money had become 
enhanced in value owing to its scarcity* It re- 
quires little demonstration to prove that this would 
be an immense evil. The whole balance of values 
would everywhere be disturbed. Not to speak of 
the immediate loss to the holders of silver, every 
debtor who owed gold would have practically 
to pay double the amount which he owed. 
National loans contracted in gold could not be 
discharged without the surrender of double the 
property which these loans when made could have 
bought. In fact, everywhere the debtor would 
suffer and the creditor gain. Of course this is 
putting the thing in an extreme light, but it serves 
to show how it must work. With partial demone- 
tisation and the old equilibrium destroyed, we 
have already seen a great depreciation in the 
value of silver, and as the process goes on, as go 
on it must, unless effectually arrested by the adop- 
tion of bi-metallism, the value of silver must 
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continue to decline, affecting money values and 
all debts, including our own National Debt, in this 
way. With regard to the latter, it is necessary 
also to remember that the £850 millions, which 
existed when the legislation of 1816 establishing 
the gold standard came into force, had all been 
contracted on a silver or on a bi-metallic basis, 
that is, the nation had received from the bond- 
holders money based on silver, or on silver and 
gold, and in equity the nation had the right of 
repaying what it had borrowed on the same basis ; 
but the law of 1816 * stepped in between the bond- 
holders and the nation, and said that this debt 
must be recognised as a gold debt. As we have 
seen, owing to the general action of the bi-metallic 
system over the world in maintaining the old ratio 
of value between the two metals, no practical 
injustice ensued, though it might have been other- 
wise. Now, however, if the demonetisation of 
silver is allowed to go on increasing the weight of 
all gold obligations, this question may become 
important, and the British taxpayer feel that he 
is suffering under an arrangement which in this 
phase of it was morally wrong.t 

Silver and gold take their value mainly from 

* Appendix K. 
+ See for a full reference to this aspect of the question " The 
Standard of Value/' by Mr. Leighton Jordan. (London : David 
Bpgue.) 
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their being used as money. Take away from either 
of them this function and you at once reduce their 
value to their worth as commodities dependent on 
the amount required for art. and industry. As 
regards silver, we know that only a small portion 
of the annual production could be absorbed by the 
trade of the silversmith. And where could the 
existing stock find employment? For when we 
come to deal with a precious metal it is not only 
the annual supply, but the accumulated stock that 
has to be taken into account. Those who are 
opposed to bi-metallism make light of this diffi- 
culty. They say in a general, vague way that silver 
will always be absorbed in the East, without any 
clear apprehension of the causes which lead to 
silver being sent there. It goes there just now 
simply because silver is the only legal money in 
the East, and it can go there only in the quantities 
necessary to adjust the balance of trade. These 
Eastern nations have no special preference for 
silver. They use it largely, no doubt, in orna- 
ments, and they hoard it in coin, because in 
whatever form it is, a certain weight is always 
equal to a certain amount of money. But if it were 
not legal money this would not take place, and if 
Europe altogether discards silver as legal money, 
India also must ere long do so. Gold would then 
be the legal standard in India as well as other 
places, and whenever the natives of India found 
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that silver was not money, but something of uncer- 
tain value for which they must accept a varying 
price, they would immediately cease to hoard it, 
and India, instead of absorbing what was set free 
from Europe, would begin to pour forth the untold 
accumulations of the metal which she is known to 
possess. After that, where would a market for 
silver be found, and to what point , would its price 
fall? England cannot afford to trifle with the 
interests of India in this matter* Her trade has 
been disturbed by it. The finances of her govern* 
ment have suffered from exchange losses, and the 
official class have also felt the pressure of this in 
their incomes; but what has happened is little 
compared with what may yet befall her, if the 
universal demonetisation of silver were to take 
place, for she would then be face to face with the 
immense sacrifice which the disappearance of her 
accumulated wealth in silver would involve. 

In speaking of money, it is too often regarded 
only as the medium of exchange. Its functions, 
as one writer asserts, being merely " to express by 
a kind of shorthand the relative value of one 
commodity as compared with another." This is 
so far true, but it is far short of all the truth, as I 
will show. Besides this, the attribution to the 
precious metals of these functions of exchange 
gives them, as we have seen, their substantial 
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value as wealth, and it is in this capacity that they 
become our standard of value. Who doubts that 
the gold in the vaults of the Bank, and circulating 
throughout England, constitutes so much real 
wealth? So with silver money also where it 
exists. If silver and gold were equally and per- 
fectly distributed over the world, I admit there 
would be no diminution of the gross monetary 
wealth of the world if silver were demonetised ; for 
as we have seen, the value of gold money would be 
enhanced as the value of silver money declined. 
But, as we know, the two metals are not equally 
distributed, that is, there are countries whose 
circulation is gold with little silver, and others 
whose circulation is silver with little gold. Silver 
countries, therefore, must lose in monetary wealth 
— at least for external purposes — to the extent of the 
depreciation in silver, and they have no counterpoise 
in the increased value of gold, for they have little 
circulation to be enhanced. I think that in this 
lay a main cause of the severe depression of com- 
merce which immediately followed the demonetisa- 
tion of silver. The silver countries undoubtedly 
all became poorer in monetary wealth for outside 
purposes as silver declined in value, and commerce 
was paralysed in consequence. 

Any one who has looked into the matter knows 
that in relation to the immense settlements which 
are made without the intervention of metallic 
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money (say by Bills, Clearing Houses, &c), the 
extent of the transactions in which it is used appears 
trifling. Nevertheless, metallic money is the basis 
on which these credit documents rest, and the pivot 
on which all these settlements turn. We know that 
the reserves in the Bank of England cannot decline 
a few millions without affecting commerce every- 
where. And the contraction from the depreciation 
of silver must have had its effect in other countries 
as surely, though not so visibly. There is a mys- 
terious power which the monetary reserves of the 
world possess, and writers on all sides of the ques- 
tion have shown that the periods when the largest 
increase of the precious metals took place were those 
marked by the greatest advances in commerce. 
The period succeeding the conquests in South 
America by Spain, with the large influx of gold and 
silver into Europe which resulted, witnessed such an 
advance, and, after the gold discoveries of California 
and Australia we know that a long period of pros- 
perity followed, during which commerce everywhere 
advanced. No doubt other causes also were at 
work, but I believe that the increase in the money 
basis of trade was the most potent. An adequate 
supply of metallic money is necessary for the 
growing trade of the world, and the contraction of 
that supply in whatever way, must be adverse. 

The effect of the disturbance in the relative value 
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of silver and gold on Exchange transactions is the 
most apparent of the evils to which it has given 
rise, though it may not be so folly understood by 
those who are not trading with foreign countries. 
It may be well, therefore, to explain that what is 
known as par value is the exact equivalent of the 
coins of one country measured in the currency of 
another ; that is, reducing both to their exact value 
as metals* If the course of trade requires the 
money of England to be sent to any foreign country 
it will be worth there its par value plus the cost of 
transmission of specie ; if, on the other hand, the 
balance of trade is against that country and specie 
has to be sent to England, then the money of 
England will only be worth there its par value 
minus the cost of transmission. 

There are other minor causes, such as rates of 
interest, usance, &c, that affect the rates, but in 
the main the figures which indicate par value plus 
the cost of transmission of specie, and par value 
minus that cost, are the two points which mark the 
limits of variation, beyond which quotations cannot 
go far. Par value is like the polar centre of the 
compass over which the needle point of exchange 
quotation oscillates, and towards which centre it 
will always tend to return. In the case of silver 
countries prior to 1874, say for instance India and 
England, the par value of the rupee was almost as 
steady as if both had been gold countries. The 
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sterling value of the rupee varied under the 
conditions as to the balance of trade which I have 
described, but the variations in the relative prices 
of gold and silver were so small that there was 
hardly any perceptible variation from this cause, 
and in all average adjustments throughout India 
2s. per rupee was the recognised average relation 
of the two currencies. Now, however, the matter 
is different ; silver fell, as I have indicated, in 1876 
to 46£d. per oz., and the exchange value of the 
rupee fell with it to Is. 6£d. Silver rebounded 
in 1877 to 58£d., and rupee exchange rose with it 
to Is. 10£d. We have seen it since that time 
following all the variations of silver, and to-day 
with silver at 49d. the quotation for exchange 
is 1/7*. 

The inconvenience of this state of matters is 
evident, and in the presence of such uncertainty 
the merchant is face to face with a danger that 
well nigh appals him. He can calculate and arrange 
for the ordinary risks of exchange ; but, besides 
this, to gauge the probable prospective price 
of silver is both beyond his province as a merchant 
trading with a particular market and beyond his 
power. The Manchester market is fully conscious 
of this danger, and the market reports concerning 
cotton goods and yarns give full prominence to 
these variations in silver, knowing that the opera- 
tions of buyers for India and other silver countries 
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must be at once affected by any sudden change. 
Would not the course of commerce with silver 
standard countries be much more safe and clear if 
this danger could be obviated ? 

But further let us see for a moment how the 
present system works. The London market rules 
the price of silver. It is sent to London not to be 
stored and dealt with as any other commodity, but 
it is remitted as money, and the shippers wish 
it permuted at once into sterling. A number 
of shipments arrive together at a moment when 
there is no demand, and the supply dams up at 
once as against a dead wall until it forces an outlet 
at a reduced price. A fortnight later there may 
be no stock in the market, and some petty demand 
is able to drive up the price again one or two 
per cent. Meantime all the silver exchanges of 
the world are affected by these comparatively 
unimportant transactions. But why should this 
intolerable evil continue? Short of the cutting 
out of silver altogether as money with all the 
consequences which this would involve, there can 
be no remedy but in the general adoption of bi- 
metallism. Bi-metallism once established, the two 
metals would be virtually one, being mutually 
exchangeable at the fixed ratio*; the sale price of 
silver would be on the same basis as that of gold 
ingots is now. Silver would not then find its way 
into the monetary mass only through the narrow 
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defiles of the London market, requiring to go 
there to have its value determined, but in many 
gentle streams it would quietly come in, not 
to disturb us at present, but to add with its 
allied metal, gold, to the general prosperity of the 
world. 

^ I will now glance at the chief objections urged 
against bi-metallism. Some persist in regarding 
the thing as meaning two standards, and under 
this view say it is incompatible with that unity 
which the idea of a standard implies. They say 
that the standard of value must be a unit, and, 
therefore, that gold and silver cannot both be one 
standard. They cannot see, in regard to these two 
metals, that a thing may be duplex in its nature 
and yet one in relation to the purposes for which 
it is used. 

For clearness of argument I state the matter 
thus: — 

1. " The standard of value must be a unit." 

2. Gold by itself can be thus used, and forms a 
unit. 

8. Silver by itself can be thus used, and forms a 
unit. 

4. Gold is an indestructible metal, and the 
world's stock is the accumulation of ages, not 
materially affected by the supply from year to 
year. 
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5. Silver is an indestructible metal, and the 
world's stock is the accumulation of ages, not 
materially affected by the supply from year to 
year. 

6. The value of gold results from its being used 
as money. 

7. The value of silver results from its being used 
as money. 

8. Suppose an area where gold was the standard 
of value, and silver was never seen ; and suppose 
another area where silver was the standard of 
value, and gold was never seen. • 

9. Suppose that the value or purchasing power 
of each metal in its respective area was found to be 
at the ratio of 15 J of silver in the silver area to one 
of gold in the gold area. 

10. Suppose now that the barrier between the 
two areas was removed, and that the gold which 
had circulated in the one, and the silver which 
had circulated in the other, were each to have free 
circulation over the combined area. 

11. Before this was done an arrangement would 
be made that the two metals should pass current, 
say at the ratio 15 J to 1 ; in other words, be freely 
coined at this ratio for the use of the whole area, 
it being immaterial now how the two metals 
distributed themselves. 

12. This would be in accordance with their 
already existing relative value, and, while being 

D 
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confirmed by law, it would rest on those natural 
conditions which fit both gold and silver for being 
money, give them value, and mark out the re- 
spective ratio of the one to the other, as seen in 
4 to 7. 

18. We thus arrive at money, dual in its nature, 
but one in relation to all other commodities, and 
practically a unit. 

14. The combined area which I have supposed 
is the world. International law would secure all 
that I have described. It is not a creation of 
law that would be seen, but the regulative power 
of law keeping order and giving harmony to the 
forces it controlled. 

15. Keeping in view that there can be no " abso- 
lute " standard of value, this duplex unit must be a 
steadier standard than if it were only one metal, 
as, on the principle of average, the variations of the 
two metals thus bound together, as compared with 
all other commodities, must be less than the 
variations of one alone. 

I would ask attention to the foregoing illustra- 
tion, for not only does it meet the supposed diffi- 
culty as to the unity of the standard, but it also 
illustrates what bi-metallic law has done in former 
times and can as readily do again. The fixing of 
a ratio is not the fixing of the price of silver any 
more than it is the fixing of the price of gold, but 
simply the fixing of the relation of the two metals 
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so that they may do their work in harmony. The 
two metals form the money of the world, and if. 
we conceive a ratio fixed under the simple condi- 
tions I have supposed, it will help to clear away 
the haze of difficulty on this point which is so apt 
to discourage inquirers. 

In spite of the prevalence of what I consider 
false views, and even when the preference of some 
nations for a single gold standard has been working 
mischief, the two metals in their aggregate, have 
always been practically one as the basis of money. 
Neither can have an independent value apart 
from the other, and it is as vain to think that 
England can have an independent standard in 
one metal unaffected by the value of the other 
as that the British Islands could have an indepen- 
dent atmosphere. A thin india-rubber ball filled 
with air will expand, when the air surrounding it be- 
comes rarefied, and it will collapse if the surrounding 
air becomes compressed. So with our fancied perfect 
gold standard ; its affinity to the general volume of 
money outside cannot be restrained, and its quality 
as a measure must be affected by outside influ- 
ences. 

It is often asserted also that under bi-metallism 
the cheap metal would drive out the dear. There is 
no meaning in this. The fact is that those who 
make this assertion are living in the past, and 
using the language of the earlier economists, who, 

d 2 
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in the infancy of international commerce, neces- 
sarily only viewed the matter from an insular 
standpoint. They are thinking of particular bi- 
metallism, and the undoubted evils to which it 
would be subject. I am no advocate of any one 
nation becoming bi-metallic. It is universal bi- 
metallism that is wanted ; though, to secure this, it 
is not necessary that every State should first sign 
a convention. As I have said before, two or 
three of the leading nations could at once bring it 
into play, and give it all the force of universal 
law. The advantage would be so manifest, how- 
ever, that every other nation which coined silver 
would also quickly fall in with the general arrange- 
ment. In the first seventy years of this century- 
partial bi-metallism, as we have seen, practically 
secured the free passage of gold and silver, and 
universal bi-metallism would effectually and com- 
pletely do so. If all nations, or only the leading 
nations, agreed to freely coin silver and gold at a 
fixed ratio, there would be no undue pressure on 
either metal. There would be no cheap or dear 
market for the one as compared with the other, 
and, therefore, the supposed evils to which I have 
referred could not arise.* 

It is urged as a further objection that bi-metal- 
lism would cause great change and lead to great 

* Vide page 45. 
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confusion in England. This is altogether a mistake. 
There would be no change evident to the great 
mass of her people. Instead of all her silver coins 
being simply token money as at present, she would 
have one genuine silver coin-say a doable florin 
or four-shilling silver piece, as the French in their 
system have their pure silver five-franc piece. 
The token silver of England could remain as at 
present. The only difference would be that the 
reserve in the Bank of England would be partly 
silver and partly gold. There might be ten millions 
silver and twenty millions gold, fifteen millions 
silver and fifteen millions gold, or twenty millions 
silver and ten gold. Whatever the proportion, the 
metallic reserve would be there, just as effective 
as if all were gold, though I believe the actual 
distribution of the metals over the world would 
continue to be much as it is at present. 

I have not referred directly to the ratio of relative 
value which should be fixed, contenting myself 
with asserting the necessity and practicability of 
the principle of bi-metallism. The actual rate 
would have to be settled by an international con- 
ference, in view of all the interests that would be 
affected by the adjustment. 

I have thus tried briefly to show the history of 
this question ; that the movement in favour of 
bi-metallism is really a conservative movement, 
and that the evils which are resulting and must 
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result if it is not adopted are very great, particu- 
larly as affecting established money values, and in 
the disturbance of exchanges between gold and 
silver standard countries which it is causing. I 
feel sure that all the objections urged against an 
international agreement are of little weight, and 
would quickly be seen to be so if the nation 
were really aroused to the importance of the 
question and became in earnest in dealing with it. 

In revising the proofs of the foregoing I had to 
examine the figures giving the present price of silver 
and the present rate of exchange on India ; and 
though these were noted little more than a month 
ago, they would require, to represent correctly to- 
day's rates, to be modified considerably. I, however, 
leave them unchanged intimating, here that they 
represent the rates ruling towards the end of July. 
To-day (9th September) the quotations are 47£d. 
per ounce for silver, equal to a ratio of 19*52 to 
one of gold, and for rupee exchanges Is. 6£d., say 
on the basis of six months usance, for the sake 
of uniformity with the other quotations, which are 
on this basis. 

I need not comment on this additional proof of 
the uncertainty of our Eastern exchanges, repre- 
senting as it does a fall of 2f per cent, in so short 
a time. 
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THE NATUBE OP MONEY.* 

The object sought by bi-metallists, viz., the pro- 
motion of stability of values, is generally admitted 
to be a good one. Why, then, does it not commend 
itself to all interested in commercial enterprise, 
and to all students of Monetary Science? I 
answer, because of the prevalence of false ideas as 
to the nature of money and inadequate conceptions 
as to its functions. Certain axioms regarding 
money which have been received as true, and 
as embodying the whole truth, block the way 
for many minds to the investigation of the subject. 

" Money," say our opponents, "whether gold or 
silver or any other commodity, is a natural product 
and subject to fluctuation, in accordance with the 
law of supply and demand." 

" Any endeavour to equalise the exchangeable 
value of two or more commodities, being unscien- 
tific, must result in loss, be fruitful of injustice, 
and is therefore to be deprecated." 

My first object will be to examine these state- 

*The remarks under this heading, along with what follows in 
next chapter, were embraced in a paper read before the Manchester 
Statistical Society on May 24th, 1882, under the title " Objections 
to Bi-metallism examined." 
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merits and see where the errors which they cover 
lie, and then to indicate the more general scope 
of the functions of money, which I think are 
too much overlooked in the discussion of this 
subject. I begin with the oft-repeated question: 
What is Money? Without tracing the history 
of money from its earliest forms as a substitute 
for barter, it will be sufficient for my purpose to 
take it up at the point where National Law, 
formulating and making obligatory what usage had 
already practically established, intervenes for the 
regulation of money* And in examining the 
subject at this point it will be useful to separate, 
for the purpose of investigation, the nomenclature 
by which money is known from the thing itself ; 
the name — or rather the idea — from the substance. 
The famous question, asked by Sir Eobert Peel 
in discussion, What is a pound ? implies a distinc- 
tion of this kind, for it supposes an abstract idea, 
and its embodiment in a material substance. 
The legislation of 1816 might have fixed differently 
what the latter should be. It might have fixed a 
few grains more or less of gold than it actually did. 
It might have fixed it to mean the silver pound 
of the days of Elizabeth, or it might have restored, 
or rather continued, the bi-metallic pound sterling 
of the previous century. In every other country, 
also, we find a unit of money corresponding to 
that which we have in the pound sterling here. It 
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may be a dollar, a franc, or a mark, and in each 
case we may also distinguish between the abstract 
idea which such units imply, and the amount of 
gold or silver which they presently denote, for these 
too have been altered just as our pound sterling 
has been. There is, therefore, the pre-existing 
abstract idea of the unit in the first place, and in 
the second the legislative act which determines 
definitely of what substance, and of how much, 
that unit shall consist. We see here, therefore, 
the full action of Law. It singles out gold or 
silver, or both, to be used as money, and gives 
them special functions which it confers on no 
other commodity. In virtue of this selection, the 
demand for these metals is greatly increased, and 
as they are only of limited production, their value 
is increased accordingly. They are natural pro- 
ducts, and as such are commodities. When coined 
into money, this money as an article of value is 
also a commodity, subject, like all other com- 
modities, to variation in value, according to the 
law of Supply and Demand. I can, therefore, 
accept the first of the two propositions I have 
quoted as far as it goes, but I must also give full 
prominence to Monetary Law as an important 
factor affecting the demand for gold and silver, 
both as metals and as coined money, and I must 
further recognise the special functions which these 
metals as money perform. 
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I am not speaking abstractly of what law can 
do, or may attempt to do, in the matter of money ; 
I am referring simply to what law actually does 
in a country such as our own. It is something 
more than a mere impressing of a certificate of 
weight and fineness. The thing thus stamped as 
coin becomes legal tender and the measure of all 
other commodities— ^attributes which other com- 
modities do not possess — and the selection of the 
precious metals for these uses gives them a posi- 
tion which dominates all other commodities. 
" Money," as has been said, " is wealth raised to 
its highest power, He who has it in his hands 
can buy everything. He who has only commo- 
dities has first to sell them and obtain money." 
One service which Lord Sherbrooke has rendered 
in his cynical attack on bi-metallism has been to 
show the power and the action of law in this 
matter, and although he makes the quotation 
for a purpose of his own, he requotes the words of 
Aristotle, so often quoted by bi-metallists, " that 
money is so called because it exists, not by nature, 
but by law, and it is in our power to change it, 
and make it useless for this purpose." 

Besides this distinction there is another equally 
important, which must be kept in view — viz., the 
indestructible nature of the precious metals. 
The cost of production, which is so potent an 
element in determining and equalising the value 
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of other commodities, is slow and imperceptible 
in its action as affecting these metals. Price, 
Jeyons, and other mono- met allists, all admit 
this to a degree which I think quite incon? 
sistent with the place they assign to the cost of 
production as affecting money. Cost of produc- 
tion is an element in the value of commodities 
which acts in inverse ratio to the duration of any 
given article. In the case of other articles the 
stock may be no more than a year's or a couple of 
years' production ; but the stock of the precious 
metals is an abiding quantity, and instead of fresh 
production having to renew the stock as in the 
case of other commodities, it simply, after deduct- 
ing what is consumed in gilding, electro-plating, 
abrasion of coin, &c, adds from year to year a 
small percentage to the stock already existing. 

John Stuart Mill clearly perceived the force of 
this fact when he said, "From the durability 
of gold and silver, the total quantity in exist- 
ence is at all times so great, in proportion to 
the annual supply, that the effect in value, even 
with a change in the cost in production, is not 
sudden, a very long time being required to 
diminish materially the quantity in existence, and 
even to increase it very greatly being no rapid 
process." 

While, therefore, regarding metallic money as a 
commodity, there are thus two most important 
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elements of the question which must be kept in 
view. First — The influence of Monetary Law; 
and Second — The abiding nature of the precious 
metals, resulting from the fact that they are 
practically indestructible. Any deductive reason- 
ing which ignores these facts cannot be expected 
to arrive at the truth. The second proposition, or 
statement, which I have quoted at the beginning of 
this chapter does ignore them, therefore it cannot 
be true as applied to money. It is true as regards 
other commodities, but these are not already inter- 
fered with by law, nor are they indestructible like 
silver and gold ; and what would be unscientific and 
impossible in the one case, becomes quite possible 
and the only truly scientific course in the other. 
True science is not blind to facts, and it must 
recognise these facts, and also the further fact, 
that gold and silver already unitedly constitute 
the money of the world; that they are inter- 
dependent, and act and react upon each other. 
Their fitness for money has been recognised in all 
ages and by all peoples, and has constituted 
them, whether coined or uncoined, the potential 
money of the world. Even when we recognise 
the due position of law in the doctrine of money, 
we must not exaggerate that position. It simply 
selects metals already precious and confers upon 
them the attributes of money. In doing so, how- 
ever, and in making them legal tender, it gives 
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them, as we have seen, a position distinct from 
that of all other commodities, and their natural 
qualities and durability lend themselves to 
their being dealt with in this way by law for 
the purposes of money as no other commodity 
could. If this money of the world formed one 
metallic mass instead of being comprised of 
two metals, the present difficulty would not, of 
course, exist. As matters stand, however, we must 
either put both under the eegis of law, on which 
their use as money depends, or see one of them 
gradually disappear as money to the enhancement 
of the value of the other. 

Law, which can make one metal legal tender, can 
also make both silver and gold legal tender at a 
fixed ratio* It did so in our own country for nearly 
a hundred years. It did so in France, with abso- 
lutely free coinage of both metals for seventy years, 
and bi-metallic law is still in force there, and 
throughout the Latin Union, for all coined money. 

Let us suppose, therefore, that the object pro- 
posed by bi-metallists was attained, and that all 
the leading countries of the world agreed to coin 
gold and silver at a fixed ratio. What forces could 
neutralise the effect of this fixation ? This sup- 
position assumes that both metals would become 
money everywhere, and could be equally tendered 
for any just debt. Where, then, could the in- 
equality of demand for the one metal rather than 
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the other come from? Or how could inequality 
of supply of the one metal or the other have any 
effect, if both practically lose their identity in 
the thing called money? Where would there be 
room for bullion speculators moving either gold or 
silver from one country to another for the sake of 
. making a profit in the exchange of the one metal for 
the other ? Is it not as clear as any demonstration 
can be that if one ounce of gold is equal to 15£ 
ounces of silver in one country, which we will call 

A, and exchangeable at exactly the same propor- 
tionate value in another country, which we will call 

B, there can be no inducement of arbitrage to 
cause either the one metal or the other to be moved 
from A to B, or vice versa. On the contrary, there 
would be an absolute barrier in the cost of transit to 
such operations. The only movement of metallic 
money from one country to another would be for the 
legitimate purposes of trade in the adjustment of 
international balances. The demand would be for 
money, and money, whether gold or silver, would 
satisfy that demand. This would not prevent the 
question, "How will you have it?" being 
put, just as it is put every day over a banker's 
counter, or the convenience of the country, de- 
manding payment, being as fully considered and 
accommodated as that of the bank's customer. 
Neither debtor nor creditor would be under any 
obligation to give or to take one metal rather 
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than the other, nor would there be hardship if 
the option could not be obtained. The general 
convenience and preferences of different nations 
would, I think, practically result in the distri- 
bution of the precious metals over the world 
continuing to be much the same as it is now. 
There would probably be no change visible to 
the general public, either in the general movements 
of bullion, or in the use of coin as we presently 
see it, except that all movement of the metals for 
purely arbitrage purposes would be paralysed. 
The effect, I think, would be to stereotype the 
existing distribution, for I hold that it has been 
the absence of international agreement, and the 
force of circumstances through the action of 
individual nations in self-defence against the 
monetary legislation of other countries that has led 
to the changes we have seen. These causes, and 
not any preference for the one metal as compared 
with the other, have led to change of standards. 

I think that much that has been written and 
said as to the tendency towards a gold standard 
being a result of advancing civilisation is very wide 
of the mark. Chevalier certainly had no idea 
when he recommended a silver standard that he 
was advocating something that would be regarded 
as a mark of retrogression. There are rich and 
poor in all nations, and the preference of the rich 
for gold will assert itself independently of standard, 
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even in those nations which under this view would 
be classified as barbarous. Indeed, a universal 
bi-znetallic standard, if there is anything at all in 
this preference of the rich for gold rather than 
silver, as affecting the distribution of the two 
metals, would give fuller scope to its free play than 
any other arrangement. 

Of course this argument is based upon the 
supposition of a general bi-metallic arrangement 
being fully carried out. Is that possible ? I say 
most distinctly " Yes," and if the way how were the 
only difficulty, it would very quickly be solved. If 
there was desire on the part of England to see it 
carried out, and if she sent representatives free to 
do so, they would not be long in reporting that the 
way was clear. Unfortunately the present position 
of England is expressed by the words "I shan't" 
and this is the difficulty that has to be overcome. 

As regards the varying supplies of the two 
metals having any effect on the fixation, we may 
also feel perfectly at rest. The demand being for 
money, the aggregate production of the two metals 
would go together to form the supply of fresh 
money. During the regime of the French Bi- 
metallic Law, as already pointed out, the important 
variations in relative supply which resulted from 
the Californian and Australian gold discoveries 
had practically no effect on the ratio, and if this 
was the case in the past, we may feel assured that 
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under more perfect bi-metallism no probable varia- 
tion in the future would be likely to tell. The 
table which I have already given (page 12) shows 
the separate and aggregate supplies of the two 
metals. There is no reason to expect greater fluc- 
tuation in the future than in the past, and keeping 
in view what I have said as to the durability of 
silver and gold, and the proportion that these 
supplies bear to the existing stock, there is nothing 
to fear. 
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THE FUNCTIONS OF MONEY. 

Professor Jevons, in his book entitled " Money, 
and the Mechanism of Exchange," already referred 
to, indicates the functions of money as follows : — 

1. A medium of exchange. 

2. A common measure of value. 
8. A standard of value. 

4. A store of value. 

In discussions regarding money I think it is 
all important to keep fully in view these several 
functions which money performs. It is very com- 
mon to regard money simply as a medium of 
exchange and common measure of value, and ab- 
sorbed in this view of it, to say, as Lord Sher- 
brooke does, that "however the currency of a 
country may be appreciated, it will always be able 
to perform what has been shown to be its leading 
function, the regulation of prices." Jevons, also 
forgetting the other functions of money, as he 
himself has described them, has said, " So long as 
sudden changes of supply and demand can be 
avoided, it is almost a matter of indifference, within 
certain limits, whether there is much gold or little ; 
prices having once settled themselves, it is only a 
question of carrying a little more gold or a little 
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less in our pockets." Now, if we had to regard 
money simply as a medium of exchange and 
common measure of value all this might be 
admitted. The value of money might vary without 
much inconvenience if all transactions were imme- 
diate exchanges in which money simply prevented 
a resort to barter. But as we know the whole 
structure of trade is based on credit and time 
contracts, and in view of this the medium of 
exchange, which is also a standard of value, cannot 
vary without inflicting serious injury either upon 
Debtor or Creditor. Stability of value in our 
money standard, as these writers otherwise clearly 
show, is an all-important element of money, 
and it is strange to find Professor Jevons, in 
the very same article* from which I have already 
quoted, after estimating that Bi-metallism by 
approximating the value of silver and gold would 
be equal to a reduction in the value of money of 
6 per cent., saying that "the adoption of the 
Bi-metallic regime would be a coup d'&at affecting 
the value of all past monetary contracts in a degree 
incapable of estimation." Look on this picture and 
look on that ! In the one case the Professor can 
calmly contemplate the disappearance of silver as 
money, meaning a difference in the value of money 
of perhaps 50 per cent., but when it is a question 
of restoring silver, meaning only a difference of 

* Contemporary Review, May, 1881. 
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6 per cent., he shrinks back from it as a revolu- 
tionary coup d'itat. We do not disguise the fact 
that the application of the remedy will have its 
disadvantages; but what of the injury that has 
been done by the lowering of silver, and would we 
not be exposed to the same drawbacks if silver 
without Bi-metallic agreement were to rise to the 
old level ? We have seen it rise from 46|d. to 58d. 
in six months, and may see variations as violent 
again if nothing be done. The surgeon's probe 
may be painful, but it is necessary to the cure. 

Nor is the fourth function of money, viz., its 
being a store of value, less important than the 
others. In theoretic discussion it is too often 
overlooked, but in practical life there is no function 
of money that is more fully recognised. What do 
our bankers mean when they speak of the necessity 
of keeping up their reserve? Is this metallic 
reserve a myth ? Is it not real wealth, a store of 
value which enables them to meet all demands 
that may be made upon them ? Bi-metallists do 
not believe, as Lord Sherbrooke insinuates they do, 
that money and wealth are identical. Wealth 
may exist in a thousand different forms ; of these 
money is but one, but it is the most potent, and 
the simple hind who hoards his two or three gold 
sovereigns, and knows that they will always be 
available as wealth wherever he goes, has perhaps 
a juster conception of this function of money as a 
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store of value than the noble and learned lord who 
tells us " that there is nothing more certain than 
that the existence of these two phenomena (money 
and wealth) is separated by an indefinable period "(!), 
language which I must confess puzzles me, unless 
it be given to supply an illustration of an " empty 
nothing that it jerks one to kick at." 

It might be well here to look for a moment at 
this cognate question, What is wealth ? Without 
going into it fully, we know that utility is a main 
element of wealth in any article. Now, if we 
regard money even only as a tool, a go-between, or 
medium of exchange, it serves a useful purpose, just 
as a steamboat or railway does, and as these are 
things in which wealth resides in virtue of their uti- 
lity, so also is money. It is altogether fallacious to 
argue, that because money simply obviates barter 
it in itself is nothing, and that real wealth 
only dwells in the articles exchanged through the 
medium of money. The world doubtless could get 
on, in a way, without metallic money, just as it 
did get on, and could still get on, without railways 
and steamboats, but it has found out the conve- 
nience and utility of money in the one case no less 
than of railways and steamboats in the other. 
We do not eat money, nor can it of itself clothe 
us or carry us, but in civilised society it has 
become a necessity, for its uses as a medium of 
exchange in procuring what we require, arid as an 
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available store of value which is easily movable. 
Besides, it provides a stable basis for the great 
structure of credit, which commerce has reared, 
a basis as necessary as the foundation of any 
building, and which must, like the foundation, 
be ample in proportion to the size of the structure 
reared upon it. 

We see here, therefore, the relation that money 
bears to wealth in general. That it is a component 
part of the world's wealth no one can doubt. An 
excess of gold or silver, however, forced into the 
currencies of the world, I readily admit, would 
not mean more wealth to the world, if it were more 
than these currencies could readily absorb in the 
growing wants of trade — just as the constructing 
of a new line of railway to run alongside an exist- 
ing line, which was amply sufficient to convey all 
the traffic, would not mean in reality an increase 
of railway wealth. But railways are not so placed ; 
on the contrary, there is room sufficient in the world 
for fresh railways, which will prove to be an 
increase of marketable railway wealth, and which 
will develop by their creation the general wealth 
around them. And so with money ; the increase of 
gold or silver brought to the mints of the world does 
not necessarily force itself into the active circulating 
currencies of the world beyond what these can 
readily absorb. It may pass through the mints, 
but it is simply, in the first place, to enter the 
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world's great storehouses of value, in bank reserves 
and private hoards, and it may either remain in 
these, giving fresh basis to the increased credit it 
would create, or issue forth into new fields. In 
either case it would become a creator of fresh 
wealth in other things as well, and so make for 
itself a counterpoise, which would maintain the 
equilibrium of value between these other things 
and money itself* This characteristic of money in 
its relation to general wealth has never been 
clearly defined, but as to the fact of its having 
this characteristic there can be no doubt. In his 
essay on the "Battle of the Standards," M. de 
Laveleye says : — 

" Every atom of precious metal which issues 
from the mine makes an opening for itself, stimu- 
lating along its course fresh activities. The proof 
of these curious phenomena will be found in the 
very complete chapter devoted by Tooke and New- 
march in their ' History of Prices ' to the influence 
of Australian and Californian gold on social pro- 
gress .... After 1850 M. Michel Chevalier 
predicted that gold would fall 50 per cent. New- 
march insisted that the new gold would find 
employment, if only in the construction of rail- 
ways, and would consequently lose none of its 
value. Newmarch has proved to be right." 

Some people call this vivifying power of money 
inflation, and shake their heads over it as some- 
thing to be deplored, but this is mere cant. It is no 



56 The Functions of Money. 



more i&flation than the bounteous harvest, which 
results from the seed thrown into the ground. 
Money is like seed, which must fructify. No one is 
content to let money lie idle. If you cannot employ 
it suitably yourself you can lend it, and get interest 
for it from some one who can, and this general 
confidence that money direct from the mine or 
otherwise must always command interest is a con- 
firmation of its wealth-creating power, which the 
facts given by Newmarch attest. 

It is, I think, in this aspect of money in its 
relation to general wealth that the professors who 
oppose bi-metallism have gone wrong. They have 
been so impressed with the reasoning of Adam 
Smith and those who followed him in demon- 
strating the falseness of the theories regarding 
money, embodied in the mercantile systems which 
he overturned, that from regarding money as the 
only permanent embodiment of wealth they go 
to the opposite extreme, and in theory rob it 
of the attributes of wealth altogether. Smith's 
illustration comparing the relations of money 
and wealth to a road in the one case and houses 
at either end in the other, powerful as it was 
for the purpose for which he used it, means 
more than Smith intended, if you take it literally 
as implying that roads were not part of a nation's 
wealth. We know that they are, and we know 
also that the humble labourer breaking stones by 
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the roadside is a real contributor to the common 
weal, just as the banker who takes toll on the 
monetary highway performs a useful part in seeing 
that the way is properly maintained. 

Far be it from me to underestimate in the 
slightest degree the great service which Adam 
Smith rendered in freeing the world from the false 
views regarding wealth which prevailed in his days, 
but the blaze of light which he threw on the inter- 
mediary functions of money must not be allowed to 
hide from our view its other functions, and the 
practical bearing of these on the great questions of 
our day, which an altogether new era of interna- 
tional commerce has raised. 

Money is not simply a " tool " or medium of 
exchange, but also a standard of value and a store 
of value, and it is in the two latter aspects chiefly 
that the question of bi-metallism becomes impor- 
tant ; for we say that this standard of value must 
be a stable one, and uniform in all trading nations, 
and that this store of value must be free to 
move from country to country, as it may be 
required. 

In the earlier years of this century, when Lord 
Liverpool wrote,* and when Sir Eobert Peel legis- 
lated, international commerce was a comparatively 
insignificant thing, and the idea of international 
commercial legislation was never thought of. The 

Appendix L. 
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individuality of each nation was the dominant 
idea in all law making, and except in the way 
of " Holy Alliances," for purposes of war com- 
bined action was never taken. The foreign com- 
merce of England in the period from 1816 to 
1820 averaged — 

Imports £20,660,000, 

Exports £40,810,000, 

and the foreign commerce of other nations was 
even more insignificant. We know what the 
figures of British commerce now amount to, and 
all nations have shared in this progressive ex- 
pansion of foreign trade. There are also wheels 
within wheels intertwining the interests of different 
countries, one country becoming the paymaster 
of another, or the pivot on which many others 
adjust their exchanges, and in all this ramified 
movement of commodities, and adjusting of 
interests, money has the chief part to perform. 
The importance, therefore, of unity in the standard 
of value, so that this movement may be unhindered, 
becomes all the more apparent. The legislator 
who, in 1820, scarcely required to look beyond his 
own country in guiding its commercial interests, 
and who, even when he did so, never thought of 
the possibility of co-operative action with other 
countries, has now a wider field to survey. He has 
become accustomed to international action in a 
variety of ways, and never doubts the validity and 



The Functions of Money. 59 

force of agreements made in this way when once 
entered into. The great men of the past had not 
to deal with the question as it presents itself to us 
now, and I think that Mr. Grenfell was perfectly 
justified in saying lately that he believed " that if 
Sir Eobert Peel and Lord Liverpool were living at 
this moment, and were as keenly alive as they were 
in their own days to all the events passing around 
them, they would have come to the conclusion that 
this question (of standard) must be reconsidered." 

It was only through the action of the French 
Bi-metallic Law, practically conferring upon 
England and the world the advantages cf Bi- 
metallism, that the want of general agreement 
was not felt earlier. When France ceased to do 
this work, under circumstances with which all are 
familiar, the anomaly of present arrangements 
quickly showed itself, and I cannot but think, that 
notwithstanding the present apathy of England, her 
opposition to an agreement will ere long disappear, 
and be as much a matter of wonder to all, as it 
now is of regret to those who see the mischief it is 
working. 

Commercial England is the centre of a circum- 
ference which embraces the globe, and to her of 
all others this question, involving as it does the 
free circulation of capital and commodities, is a 
matter of the first importance. Much of her capital 
to bo suitably employed must go abroad, and, 
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devoted as she is to the doctrines of Free Trade, 
she should allow nothing to stand in the way of 
their full development. Linked also to India with 
her silver standard. England forms with her, a 
vast confederacy united by the strongest political 
and commercial ties, but with the anomaly of what 
has been called Bi-monometallism prevailing in the 
Empire which should be one in its money standard 
if the highest advantages of imperial unity are to 
be attained. 

"Why limit ourselves to bi-metallism ? " asks 
Lord Sherbrooke, showing that, with all his professed 
attempt to understand it, he is utterly ignorant of 
what it means. Why Bi ? Simply because we are 
dealing with a Bi. The world's money consists of 
two metals, and we simply want to regulate existing 
money, not to create anything new. 

" The essence of bi-metallism," says Lord Sher- 
brooke, "is not plurality but inequality." The 
essence of bi-metallism is neither plurality nor 
inequality, but unity. The world's commerce, in 
regard to its monetary power, is at present like a 
twin screw steamer driven by two engines working 
separately, swaying from side to side, and losing 
force from the necessary effect of the helm trying 
to keep it straight. Lock the two engines together, 
and all this irregularity and retarding will cease. 
So with the gold and silver money of the world ; 
link the two together by the tie of a fixed ratio, and 
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you will have unity of action, and all the advan- 
tages which must result therefrom. 

I sometimes think that it is the very simplicity 
of the Bi-metallic proposal that excites the disdain 
of so many of our economists, and leads them to 
turn away from it, Naaman-like, "in a rage." 
" Are not the great teachings of the past on which 
their theories rest better than the modern ideas 
which are now promulgated ? " Eeverence for the 
great names of the past, however, should never 
lead us to stand still at the point where their 
teachings left us. Truth at all times is like a 
Jiving germ working ever onward and upward in 
the progressive development of human thought, 
and the true use for us of the great teachings of 
the past is not to bring them forward as fossils 
incrusted in former surroundings, but to take the 
essence of these teachings in its bearing on the 
questions which we in our age have to deal with, 
and to let it have its due effect. 

Locke, Newton, and Adam Smith, with his fol- 
lowers, have all differed from each other on many 
points ; but through their writings truth has been 
gradually evolved and economic science advanced, 
which, dealing with the questions of their days, 
has in our time to grapple with the fresh practical 
problems that extended commerce and multiplied 
communications have raised. 

We are indeed forced to adapt ourselves to the 
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changes ever occurring around us. No one, for 
instance, in the earlier years of this century would 
have thought of proposing that the true time of 
each locality as marked by the sun-dial should be 
interfered with ; but no sooner had railways and 
telegraphs begun to be developed than the neces- 
sity of one uniform standard of time throughout 
Great Britain became apparent, and Greenwich 
time forthwith was adopted. Local time did well 
enough in the days of stage-coaches, but the era of 
railways required an artificial adjustment of time 
to be made for the general convenience, which has 
never since been objected to. 

The Great Western Eailway Company, backing 
up the opinion of its great engineer, determined to 
have its own way in the matter of gauge as against 
what was otherwise being adopted throughout the 
kingdom. All know what has been the result on 
the fortunes of that railway. It was compelled 
at last, in a most complicated and expensive way, 
to put itself in harmony with the general gauge of 
the other railways of the kingdom. I think that 
experience might teach a salutary lesson, as 
bearing on the present attitude of England towards 
other nations in their attempts to solve the present 
difficulty as to the monetary standard. Brunei at 
first believed that there was no system like his 
own, and that it must prevail, and even when 
actual facts in the general adoption of Stephen- 
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son's gauge were against him, he still persevered. 
" What have we to do with other nations in the 
matter of standard ? " "Let us hold to our own 
system, which suits us so well," say those whose 
voice still prevails. Apart from the question whether 
it does so or not, this attitude, besides being a 
selfish one, is a dangerous one, in view of unexr 
pected developments and changes in commerce, 
which are always taking place. Our only safety is 
to keep well in the general running, unembarrassed 
by any difficulties of standard, if we are to main- 
tain our place in the great race of competition with 
other nations, which is becoming every day more 
keen. 

England is generous in the matter of Free Trade, 
and anxious to see other nations appreciating the 
advantages which it brings, and she thinks they 
are selfishly blind in not following her example. 
But how does she treat them in the matter of 
monetary standard which they are so anxious to 
see settled? In the one case she is all for the 
common good ; in the other she is all for herself. 
The question, however, in all its phases, I believe 
affects England quite as much as, if not more 
than any other nation, and I fear we shall see no 
sustained revival of trade until it is settled. The 
only hope of dealing with the matter effectively is 
by international agreement. If all hope of this 
were lost, America and the other nations must 
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steadily set their faces towards a single gold 
standard. There could be no alternative, but 
the gradual elimination of silver as money, with 
the necessary enhancement of gold, leading to a 
protracted fall in prices, when stagnation in trade 
would become more and more intense. For when 
prices are continuously falling from the enhance- 
ment in the value of money, enterprise becomes 
impossible from the certainty of loss in every 
investment, and the best thing for the capitalist is 
to hold money, as its purchasing power is always 
increasing. The continuous fall in prices in the 
early years of the century, which resulted from 
the enhancement in the value of money, due 
mainly to the legislation of 1816 to 1820, furnishes 
a parallel to what we have lately seen, and may 
further realise if nothing be done. It is almost a 
description of present times to read in the pages of 
Sismondi, published in 1827, the following : — 

" A cry of distress is raised from all the manu- 
facturing towns of the Old World, and all the 
fields of the New World re-echo it. Everywhere 
commerce is struck with the same languor ; every- 
where it encounters the same impossibility of 
selling. It is five years at least since the suffering 
began ; far from being allayed, it seems increasing 
with time. The distress of the manufacturers is 
the most severe, because, unlike agriculturists, their 

entire livelihood depends on exchanges 

At the same time farmers and landlords complain 
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of being ruined. They loudly cry for protective 
laws, for monopolies; they declare they cannot 
stand foreign competition."* 

If the question is viewed broadly in all its 
bearings, and if the mind is freed from the theoretic 
difficulties which have been thrown around it, it 
will be quickly seen that the true interests of 
England should lead her to join heartily in an 
international agreement for the coinage of both 

gold and silver at a fixed ratio. 

• 

* "International Bimetallism, and the Battle of the Standards," 
by M. Emile de Laveleye. London : P. S. King. 

I would recommend the perusal of this pamphlet. Headers will 
find in it a clear and philosophical exposition of Bi-metallism, and 
will also learn how much the commercial difficulties, and the great 
decline in prices, which followed the resumption of specie payments, 
were aggravated by the decision to make gold alone the basis of our 
currency. 
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THE VALUE OF MONEY. 

The parting with money in the way of loan and 
the parting with money in exchange for com* 
modities or property are very distinct operations, 
and the value of money for the one purpose in 
discount rates is no measure of its value for the 
other. A man lends his money because he does 
not wish to part with it, and he does not wish to 
part with it because he finds that its value in 
relation to commodities is appreciating. The 
higgling process which determines value goes on 
between the holders of money on the one hand 
and the holders of commodities on the other, and 
at present the advantage is all on the side of the 
former, tending to their making the best bargain. 
The potentiality of money thus becomes intensi- 
fied in times like these, and apart from its use 
as a medium of exchange, the desire to hold it 
as the most available form of wealth becomes 
stronger. The holders of it, however, do not wish 
to let it lie idle, and while retaining their hold 
upon it are anxious to lend it so that in the mean- 
time they may gain interest. 

There is another feature of the case which, from 
a banker's point of view, also comes into play at a 
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time like the present. The banker can only lend 
upon ample security, and when values are de- 
clining and wealth where it once existed is slipping 
away he finds his area for lending circumscribed, 
and this it may be at a time when deposits are 
being poured in upon him more freely. Causes 
adverse to trade may therefore tend to low rates for 
loans, while at the same time the exchangeable 
value of money as against commodities may be 
appreciating. 

These remarks may appear to be mere truisms, 
but it is well to mark fully the distinction 
between these two senses in which the terms 
" value of money " are employed, and it may 
help to a clearer understanding of what I have 
to add. Money is not simply a tool, as some 
economists would have us believe, but a tangible 
something desired by all, not merely for immediate 
use, but also to retain for prospective use. What, 
then, is money ? Is it simply the coin and bullion 
which make up the currencies of the world ? No, 
and yes. None of the fiduciary money of the 
world in bank notes and other credit documents 
can stand alone. Apart from convertibility these 
are simply shadows without substance ; only me- 
tallic money can stand by itself as money. 
Given the condition of convertibility, however, 
fiduciary money is to the holder of it as real as 
metallic money. But though by the intervention 

f 2 
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of credit documents the power of the world's 
money for exchange purposes may be increased 
a hundredfold, the metallic basis is after all the 
main determining element in the value of money. 
This basis is the only real store of value in money, 
and it is on this that all the holders of fiduciary 
money believe that they have an ultimate and 
absolute lien. It bears a mathematical relation to 
the vast superstructure of fiduciary money resting 
on it, and to the exchange work it has to do. If 
this work increases, and there is no corresponding 
increase in the mass of the metallic basis, the 
value of the basis must increase ; or rather, putting 
it the other way, if the mass contracts in relation to 
the work, this effect is produced. If on the other 
hand the mass of metallic money increases in 
relation to the exchange work, then it falls in value. 
It is to be noted, however, that in both cases 
a concurrent modifying action comes into operation. 
In the former the fall in prices of commodities 
from the increased value of money checks exchange 
work, and in the latter from the stimulus to trade 
which advancing prices give, exchange work in- 
creases. The one process means decaying trade 
such as we have recently seen ; the other pros- 
perous times such as were experienced, with only 
slight interruptions, during the long spell of ex- 
panding commerce which followed the gold dis- 
coveries. The process of adjustment is more rapid 
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in the latter case than in the former, and some 
maintain that the value of money did not — in the 
period that followed the gold discoveries — ma- 
terially decline owing to the greater amount of 
exchange work which from the expansion of com- 
merce had to be done.* 

Prior to 1874 the world's metallic money in 
silver and gold practically formed one metallic 
mass. Now, however, the two have become dis- 
joined, and gold is now more fully the supreme 
standard. When Germany and other nations dis- 
carded silver an increased demand for gold 
naturally set in, and there has since been a greater 
scramble for it. A given supply and stock of gold 
has now to do a larger amount of exchange work 
for the nations, and can only do so by an alteration 
of its value, hence the appreciation of gold. Facts 
and figures given by Mr* Goschen and in the 
Economist prove, I think, indisputably that such 
has been the case. 

Let us now follow out the effect of this change 
on prices of commodities. Take the total money 
of the world at the figures given in 1870, say 
£1,400,000,000, £700,000,000 of which was gold 
and £700,000,000 silver. Let us represent these 
two amounts by the figures 7 and 7, and let these 
figures also represent the then purchasing power 
of each. Owing to the demonetisation of silver the 

* See Annual Commercial Review in Economist, March, 1872. 
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purchasing power of the world's money in that 
metal fell, say to 6, while the purchasing power of 
gold has advanced in equal proportion, say to 8. 
Our coin, however, remains the same, and we still 
regard 7 sovereigns as equal to 140s., but the pur- 
chasing power of these sovereigns is now as 8 to 7, 
and the power of each shilling is likewise increased, 
so that 17s. 6d. is equal in purchasing power 
to 20s. formerly (8:7:: 20s. : 17s. 6d.) Take 
now 8s. as the value formerly say of 8£lbs. 
shirtings under the old level, the price from en- 
hancement of the value of gold, under the same 
proportions, will run out at 7s. (8 : 7 : : 8s. : 7s.) 
While I give these figures for illustration, and 
while they may be approximate, I would not dog- 
matise as to the extent of the appreciation of gold. 
The fact that it has appreciated to an important 
extent, and that this is due to the causes I have 
pointed out, are, I think, sufficiently obvious. It is 
very obvious also that we are still on an inclined 
plane in this matter, and that, the same causes 
continuing at work, the same effects must follow. 
Of course property as well as commodities must 
be affected to the extent to which the appre- 
ciation of gold has actually taken place, and 
this is seen everywhere. The decline is intensi- 
fied, however, as regards property in many locali- 
ties from local causes, and cannot in these cases be 
taken as a measure of the appreciation of gold. 
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Everywhere, however, there is a shrinkage in value 
from this cause, making the weight of charges in 
ground rents and mortgages much heavier. Mills 
and machinery have been affected in. the same 
way. A new mill also can be built to-day much 
cheaper than even two years ago, and its existence at 
once depreciates the value of existing mills equally 
good in quality. This fact of the newest always 
being cheapest furnishes a lever to promoters in float- 
ing new concerns for which, in view of the actual 
condition of the given trade, there may be no need. 
Everywhere we have evidence, in these and similar 
things, that the value of money has undergone 
an important change, and is still becoming 
appreciated. 

While money as identified with gold, and as the 
international measure of commodities, has thus 
undoubtedly advanced in value, the question arises 
whether silver, in its now subordinate capacity, 
and as the internal measure of value where it alone 
is the standard, has fallen materially in relation to 
general commodities. Has it not, owing to the 
general decline in prices, practically conserved 
nearly all its old purchasing power for every pur- 
pose except the purchase of gold ? 

The experience of India, to which I will refer 
further on, points to this, and perhaps the en- 
hancement of the value of gold rather than the 
depreciation of silver has mainly resulted thus far 
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from what has taken place. The gold-miner with 
an ounce of gold can to-day command much more 
of everything, including silver, than he could twelve 
years ago. The silver-miner with an ounce of 
silver can to-day command perhaps as much of all 
commodities, except gold, as he did formerly. 

As long as silver is maintained as the standard 
of value in India and the East, it may be, that the 
process of demonetising silver in Europe and 
America may always tend more to appreciate gold 
than to depreciate silver. A further important 
decline in silver might possibly leave its general 
power for buying much the same, owing to the 
further decline in prices of commodities that might 
simultaneously take place. I throw this out simply 
as a speculation for what it is worth. 

It is evident, however, that this divergence can- 
not go on indefinitely, as a time must come, if it 
continue to increase, when India and the East 
must also abandon silver as their standard. Then 
the final denouement would come. Silver, having 
ceased to be money everywhere, would simply be of 
value as a metal, still used perhaps for the pur- 
pose of subsidiary coinage, though nickel would do 
as well. 
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INTERNATIONAL TRADE. 

Foreign commerce, viewed from the English stand- 
point, embraces three main classes of transactions 
— the importing of foreign products, the exporting 
of English manufactures, and the lending of 
English money. Foreign merchants are often both 
importers and exporters. Formerly they nearly 
always combined both classes of business, but of 
late years there has been an increasing tendency to 
separate the two. To the importer the matter of 
exchange variations wears a different aspect from 
what it does to the exporter. The former, we will 
say, is a merchant importing tea from China, or 
cotton from India. In going into any transaction, 
the rate of exchange enters into his estimate as an 
element of cost, but he is in a sense indifferent to 
what the rate may be, as it affects him and all his 
competitors alike ; and the simple question he has to 
decide is whether he can buy the produce he has in 
view, at a price that will run out i sterling, either 
" on board " or delivered in England — at the figure 
he has prescribed to him, or fixed for himself, as his 
limit. The same merchant however, or another, 
selling English goods is in a different position. 
He sells them in the currency of the foreign 
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country where he is trading, and prices there are 
regulated by demand and supply, not by the cost 
price in currency, whether as affected by home 
cost or i by difference of exchange rate, until these 
have gradually affected the supply. His selling 
price therefore does not move with the fluctua- 
tions of exchange, and when he sells on credit 
he is exposed to further loss from any fall in 
exchange which might take place before his sales 
mature. In consequence of the disturbance of 
exchange with silver countries, when the matter 
first became acute, instructions were everywhere 
sent to foreign correspondents, " Sell on prompt 
terms, or, if you must give credit, discount sales 
and remit proceeds, so as to avoid risks of ex- 
change." 

The effect of this, in another view of the matter, 
was to restrict the facilities of our foreign customers, 
and this is one of the many ways in which they 
were crippled by the withdrawal of English capital 
from foreign enterprise. 

In more recent years the whole system of our busi- 
ness with foreign countries has been undergoing a 
change under the pressure of this exchange diffi- 
culty. Merchants now try as far as they can, to 
throw the risk upon the native dealers, by selling to 
them in sterling; and Exchange banks or other 
intermediaries are availed of for forward exchange 
contracts as an insurance against the risk. But, 
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however the thing may be guarded against, when 
a sudden drop occurs, a real loss is usually made 
in some quarter. If the merchant escapes, the 
native dealer, who cannot safeguard his interests 
so well as the merchant can, looks aghast when 
he has to pay for sterling invoices with rupees 
at a lower sterling value than he had calculated 
upon; while perhaps his competing neighbour, 
by buying in rupees, is free from this loss. 
The banks also, which must look after their 
own interests, may at the most critical moment, 
refuse to contract, from inability to make contra 
contracts, and so leave the merchant in the 
lurch. Even the produce buyer (the importer from 
the English standpoint), who has contracted for 
the sale of his exchange at a less favourable rate 
for him, than he could have secured if he had kept 
the matter open, cannot feel comfortable under the 
knowledge that competitors who have acted differ- 
ently will have the pull over him in the lower 
sterling cost of their produce. He is rightly 
judged to have acted more prudently than they, but 
the operation of securing by forward contract is 
scarcely less speculative than leaving the matter 
open, and the risks of importing are no doubt 
also greatly increased by this exchange difficulty, 
no matter how it may be met. 

As regards the lenders of money, they simply 
decline to have anything to do with silver exchange, 
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and will only lend in gold, making it impossible for 
India and other silver countries to borrow to any 
extent in their own currency. Nor have English 
banking companies established in silver countries 
any freedom in lending money. In discharging this 
function of banking they must act simply as native 
bankers, that is, they can only lend money which 
they hold locally on loan; for English share- 
holders cannot permit their capital to be exposed 
to the risks of loss, which lending it in silver 
currency would involve. 

I have referred to the different aspects of this 
exchange matter for the sake of those not engaged 
in foreign commerce, so that they may see that 
there are different standpoints from which even 
foreign merchants may regard it. They will thus 
understand how it is that Manchester, which sees 
the difficulty mainly from the exporter's point of 
view, is much more alive to it than London, where 
the importer's view of the matter is perhaps more 
generally before the commercial mind, where also 
the money-lending interests feel assured that they 
can make their own terms in gold and be inde- 
pendent of silver currency risks. Some among 
this last class also may take the selfish, if not 
immoral view, that it does not matter though 
debtors may lose from the rise in gold, seeing that 
they, as creditors, will make a corresponding gain. 

Economists can look complacently on these diffi- 
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culties, assuring us that "international trade 
(Importing and Exporting) is simply an exchange 
of commodities, and that alterations in the value 
of money do not permanently affect the com* 
mercial intercourse of nations." That alterations 
in the value of money may temporarily affect the 
commercial intercourse of nations, they inferen- 
tially admit. That we have had such changes, 
the temporary effect of which, at least, has been 
injurious, no one who has watched our Eastern 
trade of late years will deny. Now an effect 
which in its nature should only be temporary, 
if it occurs frequently, may become practically as 
bad as if it were permanent, and, this I hold, is 
what has actually been the case. If it were only 
one change in the value of money that we had to 
deal with, the above statement could be accepted, 
for money in international trade, is simply the 
measure of commodities, and prices once adjusted 
to the altered measure, trade would go on 
without interruption. But if the measure is 
constantly changing, and fresh interruption to 
trade ever and anon occurring, the effect must be 
in the highest degree injurious. The scales, 
so to speak, are out of order, and the trader 
has no certainty that just weight will be meted 
out to him, and this uncertainty is no doubt 
seriously affecting international trade, and spoiling 
results which the trader has a fair right to expect. 
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Some mono-metallists make light of the difficulty 
arising from these Exchange variations, and one 
who has been prominent in his opposition to bi- 
metallism has committed himself to the following 
statements regarding the matter : — 

" The benefits of great facility of exchange may 
themselves be readily exaggerated 

" Even serious evils may have to be endured, 
because relatively they are unimportant compared 
with the great objects proposed in a sound cur- 
rency. Moreover, the question of exchange con- 
cerns only the foreign trade of the countries 
affected, that trade being at most a fraction of 
their whole trade. Whatever injury great fluctua- 
tions of Exchange may inflict, they can only do so 
by hindering the development of a part of the 
whole trade of the country — even in this country 
perhaps only a sixth or an eighth part of its whole 
trade > 

" Thus fluctuations in Exchange are neither 
so formidable to trade as they are frequently 
represented, nor are the exchanges so likely to 
be unsteady as a rule without bi-metallism as 
its advocates have been in the fashion of main- 
taining." * 

The mere recital of these statements is, I think, 
sufficient to condemn them, and I question whether 
the writer would repeat them now. Practical 

* "Essays in Finance," by Robert Giffin, pp. 294, 295. 
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merchants know better than the mere statistician 
what these violent fluctuations of exchange have 
meant, and few Englishmen will admit that the 
foreign commerce of their country is of so little 
importance as the estimate here given of its rela- 
tive extent would imply. I think we all realise that 
it is a much more important matter. Suppose 
Lancashire, for instance, deprived of her foreign 
commerce, which takes off at least three-fourths of 
the products of her staple industry, where would her 
trade be ? and it is not only the direct foreign trade 
that would be affected, but also our home trade to 
the extent to which it depends upon the spending of 
wages and profits derived from foreign trade. Cut 
off the foreign trade of England and I believe one- 
half of the people would require to emigrate, while 
the remaining half would require to redistribute 
their occupations so as to provide by tillage for the 
bare necessaries of life and other things which they 
could not import from abroad. It is indeed sur- 
prising that such a line of argument should be 
adopted in trying to minimise the difficulties of 
exchange with silver countries. We all know that 
England's foreign trade is of the highest import- 
ance to the great mass of her people, and not only 
so, but we also know that her wealth has resulted 
largely from the fruitful employment of her capital 
in foreign enterprise. She cannot live within her- 
self, and if she attempts to hoard her capital, or 
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employ it unduly in home enterprise, it will dis* 
appear as effectually as if lent to rotten govern- 
ments. The revulsion against foreign enterprise 
which set in some years ago, supplied the capital 
and gave the power to promoters of manufacturing 
and mining companies, which resulted in the 
unwise and undue expansion of so many industries 
which we see overdone and prostrate to-day. 
Foreign commerce, like mercy, is "twice blessed." 
It has blessed England, and it blesses those coun- 
tries with which England has traded. Her capital 
has permanently developed their productive powers 
and enabled them to pay for English manufactures, 
and this not only by public enterprises, but also 
and far more largely by the individual action of 
British merchants scattered over the globe. We 
have established ourselves often where there seemed 
at first nothing to pay for what we could supply, 
but by patient and kindly aid we have seen indus- 
tries grow apace, which ere long gave a rich reward 
for our prudent outlay. England cannot remain 
indifferent to the prosperity of her foreign com- 
merce, nor to the removal of the hindrances 
which in the difficulties of this monetary question 
at present exist, to the free circulation of her 
capital and its investment in silver countries, such 
as India, where it is so much needed. 

When this question was first agitated, we were 
assured that the matter would right itself. Is 
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it doing bo ? Can it do so ? Until lately many 
hoped that other nations might do something 
that would help to keep silver steady, and the 
bare hope of international action no doubt contri- 
buted to promote the greater steadiness in silver 
which for some time prevailed. But now that 
the attitude of England has led those nations 
which were anxious to promote an international 
agreement to desist from their efforts, what is the 
outlook before us? We all know that there is 
danger lurking in America in connection with 
the possible repeal of the " Bland " Bill.* The gold 
party in Germany also may again get the upper 
hand, and go on with the sales of silver. In 
either event, or others which we cannot in any 
way forecast, who can estimate the disturbance of 
trade that may be produced ? And there can be 
no end to this uncertainty, save the final demo- 
netisation of silver, perhaps after long years 
of decaying trade, or the fixing by international 
agreement of a ratio between the two metals on 
the principles of bi-metallism. The latter, mono- 
metallists say, would be contrary to economic 
principles, and cannot be done. I object entirely 
to that view of the matter. I am as thorough a 
free-trader as any one, and I believe that free- 
trade principles have carried England through the 
trials of late years better than any other country 

* Appendix I. 
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in Europe. These principles, however, have their 
own province ; money lies within the domain of 
law ; the name given to it, " legal tender," fully 
implies this. It is by law that an ounce of 
gold is declared to be worth £9. 17s. lOJd., and 
it maintains this price no matter what the supply 
may be; law and international agreement can 
as readily fix a uniform relation between that 
metal and silver. Both metals form the world's 
measures for international trade adjustment, and 
it is in the common interest of all that their due 
relation should be definitely fixed. There would 
be no interference with economic principles in this, 
any more than there is in the fixing of the pound 
sterling in gold. 

It is usual for those who oppose bi-metallism to 
argue against the ratio of 15 J to 1. But the principle 
of bi-metallism is the fixing of a ratio. Bi-metallists 
would be perfectly content to leave what that ratio 
should be to a conference in which all interests 
affected by the matter were duly represented. The 
purely silver interests are little compared with the 
far mightier interests of international trade which 
the question involves. When we think of it, indeed, 
is it not an anomaly that these comparatively petty 
movements of silver, indicating little or no change 
in supply, should tell so disastrously upon 
commerce and the welfare of nations everywhere ? 
I make bold to say that whenever England wakes 
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tip to the importance of the subject and shows 
a real desire for an international agreement all 
difficulty as to what the ratio should be will 
disappear. The prospect of England taking a due 
part in the arrangement would immediately affect 
the price of silver, and make it tend towards the 
rate which investigation would prove to be the just 
one, and I believe that even before the necessary 
laws could be passed bi-metallism on the accepted 
basis would practically be in force. 

Manchester industries, I believe, have suffered 
more than any others by these disturbances. 
Bankers look on complacently under the belief that 
they are able to keep themselves right whatever may 
happen. Merchants try as far as they can to secure 
themselves by their contracts. But manufacturers, 
from the necessity they are under to keep going, 
have less freedom, and when merchants from a 
sudden drop in exchange cannot continue to pay 
old rates, must accept lower prices whether they 
can afford to do so or not. All are, however, 
really in the same boat, and the anxieties of the 
banker, no less than those of the merchant and 
manufacturer, would be lessened were these diffi- 
culties to disappear. 
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FOREIGN COMPETITION. 

Foreign competition is often referred to in con- 
nection with the present depression of the cotton 
trade. Some people are impressed with its im- 
portance, while others are inclined to make light 
of it, pointing to the gigantic strides which have 
been made in our cotton industries during the last 
thirty years, and asking, " What reason have we 
to fear ? " " May we not expect that our present 
difficulties will ere long pass away as those of 
previous periods of depression have done ?" 

It is matter for hopefulness that the energy 
and enterprise of those engaged in the cotton 
trade have folly kept pace with all the improvements 
in cotton manufacturing which recent years have 
witnessed, and that our mills in effective and 
economical out-turn, both of goods and yarns, are 
second to none in the world, and in the struggle 
with competing nations there should be no reason 
to fear. There is no doubt, however, that we have 

* Embraced in No. 7 of " Occasional Papers," issued by the 
International Monetary Standard Association. 
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recently seen a check to the expansion of our 
trade, and though a comparison of thirty years 
shows an immense advance, recent years show 
greatly diminished progress in our foreign trade. 
It is the contrast between these years and the 
rapid progress in the long series of years preceding 
that demands attention. 

Whatever the cause or causes, we must all 
admit that trade everywhere has lost much of the 
elasticity of former times. Continental nations 
have suffered from this as much as, if not more 
than, England has done, and, to protect them- 
selves mainly against the competition of England, 
have one by one imposed restrictive tariffs. 
Whether or not they will benefit much by this 
course of procedure remains to be seen, for the 
higher level of prices in those countries which 
must necessarily result will disable them more and 
more from competing with us in neutral markets. 
Any nation to have the fullest power in com- 
peting as a seller must have the fullest freedom in 
buying. As regards Continental nations, therefore, 
in relation to the staple industry of the Manchester 
district there is not much to fear. We shall still, 
in spite of tariffs, do an important amount of 
business with them, and perhaps regain more than 
we lose in other quarters where we compete with 
them. The necessities also of their own export 
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trades will drive some of them ere long to modify 
their tariffs. 

As regards the United States of America, there 
was a time, well within the memory of the present 
generation, when the trade in cotton staples with 
that country was a thing of great importance. All 
this, however, has for some time been a matter of 
the past, and whilst some in this country may be 
hoping for the advance of free-trade doctrines 
in America, I fear that neither the actual course 
of opinion there nor the policy and plans of her 
statesmen really warrant such hope. The Great 
Republic is a world within herself, and until the 
distant time when the crowding of population 
upon her territories will lead her to care more for 
foreign trade, there is, I fear, little hope of any 
important modifications being made in her present 
policy. My chief reason for referring to the United 
States, however, is to note the influence which her 
example may have upon our own colonies — such 
as Canada and Australia — where the same desire 
of promoting local industries by protective duties is 
already in full play. No doubt, as in Canada at the 
present moment, this policy has led (as it must 
always do periodically) to glut and over-production. 
Such Was often the case in the United States, 
but though these periodic crises occur, the mills, 
once erected, remain. Times change, trade again 
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improves, and on they go again in a new period of 
expansion, displacing foreign goods more and 
more. As regards our own colonies, therefore, 
whatever our views may be as to the wisdom 
or unwisdom of the economic theories by which 
they are guided ; as a matter of fact in our older 
colonies, such as Canada, we must be prepared to 
lose more and more of our trade with them at least 
in staple cotton goods. 

We come now to the great Eastern markets, 
which take off such a large proportion of the pro- 
duction of our Lancashire mills. These markets, 
as also the greater part of those in South America, 
have all a currency based on silver. Before exami- 
ning the exact relation which this fact has to the 
matter under consideration I would first glance at 
the position which our great dependency, India, is 
beginning to occupy as a producer of cotton goods. 
Hitherto our trade with her has been one of 
continued progress, and her resources as a country 
in which all kinds of tropical produce can, with 
the aid of her teeming population, be almost 
indefinitely expanded, marks her out as a field 
where our trade, in supplying manufactured cotton 
goods in return for her produce, may be equally 
expanded. With all the great yardage of cotton 
goods which we already supply, a division of the 
same by the figures denoting the millions of 
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ber population will show what a large margin 
there is still to be supplied before, according to 
the most moderate estimate, what is needful 
for adequate human clothing can be overtaken. 
There is, therefore, in India, I think, still wide 
room for a larger consumption of cotton manu- 
factures, and, in spite of what the cotton mills 
in Bombay are doing, or may yet do, unless 
they continue to be stimulated in a way which 
I will presently point out, there is every reason 
to believe that the prosperity of India will continue 
to be, as it has been, a great factor in deter- 
mining the prosperity of Lancashire. As regards 
these mills, it should perhaps be borne in mind 
that India was the birthplace of the cotton 
manufactures, and that for ages the spinning and 
weaving of cotton have formed a part of the 
industry of her population, and that against foreign 
competition, in rough and heavy goods, native 
production has always held a place. It was 
natural, therefore, that the power loom should 
follow in the wake of the hand loom, and in this 
department there is a fair field for the increase of 
cotton mills which might not for many years 
materially interfere with our trade. The import 
duty on cotton goods from England, which was 
recently abolished, no doubt acted as a stimulus to 
the increase of these mills, but I think a stronger 
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element has been and is still at work in giving to 
them what amounts practically to protection, both 
as regards the supply for India herself and in confer- 
ring special advantages in competing with England 
for the supply of adjacent countries. I refer to the 
special position in this respect which the unsatis- 
factory state of the silver question has produced. 

India, China, Japan, and other Eastern countries 
have a silver standard, the variations of which, in 
relation to our own gold standard, have in recent 
years been very violent. While the value of silver, 
however, has fallen, and the rupee in its exchange 
value with England has also fallen, the currency 
of India for internal purposes has not materially 
changed, it being generally asserted by those ac- 
quainted with India that the rupee, as regards the 
necessaries of life, has not yet lost much of its old 
buying power ; and the Government of India, we 
know, still clings to the old average rate of 2s. per 
rupee in its adjustment of accounts. Such being the 
case, looking at the matter from the Indian stand- 
point, the fall in silver affected only the external 
value of the rupee, leading to the increased cost in 
rupees of all imported articles. To illustrate what 
would take place when the fall first began, and what 
is frequently happening, let us take, for example, an 
article which cost 100 rupees on the old basis, and 
suppose that a dealer in India has the option of 
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importing the article from England or of buying it 
from a Bombay mill. While he is debating where 
he should purchase, a sudden fall in silver takes 
place, say of 3 per cent. This would make it im- 
possible for him to bring the article from England 
without a payment of 103 rupees, while for the 
payment of 100 rupees he could still buy it from 
the Bombay mill. Take now the further example 
of a dealer in Japan who is in the habit of im- 
porting yarn from India or from England, as the 
price in silver dollars laid down in Japan may suit 
him best. For 100 dollars he can command a 
certain quantity of yarn from either place, but a 
fall of say 3 per cent, in exchange intervenes, and, 
while the cost in silver from India remains un- 
changed, he must now pay 103 dollars if he brings 
the yarn from England. There is no doubt, under 
these circumstances, to which country the order 
would go. The fact, therefore, of Japan and India 
both being silver countries practically gives India 
an advantage in dealing with the former similar to 
what would result from a differential duty being in 
force in Japan in favour of India as against 
England; for in Japan and China the buying 
power of the silver dollar, like the rupee in India, 
has remained unchanged for internal purposes; 
while for importing from England it has lost about 
20 per cent, of its old purchasing power, the rupee 
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having lost in this respect to a similar extent. I 
by no means say that all this remains in favour of 
the Bombay millowner, but a considerable part of 
it does, and when sudden changes take place, such 
as I have indicated, the immediate effect upon 
existing stock is nearly altogether to the extent of 
such change in his favour. 

As regards cotton, we know that the competition 
of Europe will raise its price in rupees in pro- 
portion to any fall in exchange, and the machinery, 
which has to be imported for new mills, will also 
be enhanced in its rupee value, but wages and 
other elements of production will remain un- 
changed, and when the levelling up, as regards 
cotton and other imported articles which the mill* 
owner requires, is completed, there still remains a 
considerable difference in his favour owing to the 
fall in silver from its old value. Besides this, also, 
the comparative steadiness of his price, both as a 
seller in India and an exporter to China or Japan, 
gives him a great advantage as against his English 
competitor, who is continually hampered by the fear 
of sudden fluctuations in exchange — not the simple 
fluctuations which are common between all trading 
nations from the swaying tendency of the balance 
of trade, but from the varying relations of the 
metals upon which tho exchange is based. Between 
India and China the basis is upon one common 
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metal — silver. Between England and India or 
China the par of exchange itself is variable, from 
the varying relation of silver, the standard of India 
and China, to gold, the standard of England. 

Some people, looking at these matters theoreti- 
cally, and regarding foreign trade as simply an 
exchange of commodities, are apt to sink the indi- 
vidual who must depend on money as the medium 
of his business, but in practical operations the 
individual cannot sink himself. It is no consola- 
tion to the Lancashire manufacturer, upon whom 
falls the necessity of accepting 3 per cent, less for 
his shirtings, in consequence of a drop in exchange, 
to be told that the cost of tea imported to this 
country will be 8 per cent, cheaper, or that the 
importer of indigo, or any other class of Indian 
produce, will get the benefit of what he is losing. 
Money is the measure of his commodities, and the 
article in which he gets his returns, and it is 
purely a loss from the international scales being 
out of order, and not a necessary condition of 
business, from which he suffers. 

What is the meaning of the cry that we now so 
frequently hear from India, "That the Indian 
Government must buy all its stores as far as pos- 
sible in India ? " The object is to avoid loss in 
exchange, and if there is a saving to India from 
buying in India! and if there is a desire on the 
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part of the Indian officials to give the preference 
to articles manufactured there, what is this but 
protection brought about by the necessity of 
avoiding loss from the ever-increasing difficulties 
of this silver question ? 

I think this fact alone is conclusive, and com- 
pletely proves the statement I have made ; but I 
can also appeal to official figures, the inference 
to be drawn from which cannot be mistaken* 
There is little direct data obtainable showing the 
displacement of British manufactures in India itself 
by the Bombay mills. The Calcutta import list, 
however, giving imports from other Indian ports, 
shows an increase in yarns (presumably from 
Bombay) of from 8,814 Bs. in 1879 to 15,899 Bs. 
in 1882. Other articles, such as T cloths, under 
this head also show a rapid increase; but re- 
exports maybe included, and I do not give the 
figures. As negative evidence, however, the sta- 
tionary, or rather the declining, figures of the 
imports from England, as shown in the Indian 
statistics, which give fuller details than our own 
Board of Trade Beturns, are very suggestive. 
They are for the last five years, as shown on next 
page. 
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As regards the increase of exports from India, the 
following figures speak for themselves : — 



EXPOBTS OF TaENS FROM INDIA TO 


China, Japan, &c. 




Quantity. 


Value. 


Year. 


lb. 


£ 


1876-7 .. 


.. 7,926,710 .. 


867,808 


1877-8 .. 


.. 15,600,201 .. 


682,059 


1878-9 .. 


. 21,888,508 .. 


886,481 


1879-80 ., 


.. 25,862,474 .. 


. 1,109,284 


1880-81 . 


.. 26,901,846 .. 


. 1,282,576 


1881-82 .. 


. 80,786,804 .. 


. 1,868,886 


1882-88 . 


.. 45,228,000 .. 


. 1,816,818 


1888-84 .. 


,. 49,876,606 .. 


. 1,926,162 


1884-85 .. 


.. 65,897,183 .. 


. 2,441,100 


ExPOBTS OF Fl 


ece Goods fbom 
Japan, &c. 


India to China, 


Year. 


Yards. 


Value. 


1876-7 .. 


.. 15,544,168 .. 


. £878,657 


1877-8 .. 


.. 17,545,464 .. 


872,304 


1878-9 .. 


.. 22,661,231 .. 


420,150 


1879-80 .. 


.. 25,800,501 .. 


444,309 


1880-81 .. 


.. 80,424,032 .. 


540,711 


1881-82 .. 


.. 29,911,017 .. 


556,409 


1882-83 .. 


.. 41,568,000 .. 


686,319 


1888-84 .. 


.. 55,618,768 .. 


861,985 


1884-85 .. 


.. 47,968,017 .. 


818,667 


The following 


1 particulars, als 


o taken from a 


Chinese newspa 


,per, show how t] 


le Bombay yarns 


■were cutting oi 


it English yarns 


i at the port of 


Hong-Kong, Bo: 


tnbay yarns bavin 


g increased from 
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8,000 Bs. in 1875 to 75,000 Bs. in 1882, while 
English yarns had decreased during the same 
period from 16,000 Bs. to 11,000 Bs. :— 
Shipments op 16's — 14's to Hong-Kong — Bales. 

Bombay yarns — 

1875. 1877. 1878. 1879. 1880. 1881. 1882. 
3,000 16,000 24,000 40,000 89,000 55,000 75,000 

English yarns — 

1875. 1877. 1878. 1879. 1880. 1881. 1882. 
16,000 12,000 13,000 12,000 19,000 15,000 11,000 

It will be noticed that this increase has been 
developed during the period of the silver difficulty, 
1876 having been the year when it began to tell 
with full force upon exchange rates. 

In view of facts such as I have given it is 
scarcely necessary to say more; but it may be 
pointed out that what is taking place in India 
from its currency being depreciated for outside 
purposes is also seen in countries where a depre- 
ciated paper currency prevails, and the more such 
countries have within themselves the elements and 
primary materials for manufacturing, the more 
strongly does this incentive to be independent of 
outside supplies tell. The case of the United 
States during the Civil War, when her currency 
became inconvertible and greatly depreciated, 
affords, perhaps, the clearest example of this, and 
all Americans fully realise that, to a large extent, 
it had the same effect as the high protective duties 
which were afterwards imposed. In fact these 
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increased duties were found to be necessary for the 
continuance of manufactures which had sprung up 
under the practical protection which the period of 
depreciated paper money had afforded. The tradi- 
tional value of currency in any country, where forced 
issues of inconvertible notes have been resorted to, 
clings strongly to it, even when gold and silver 
money have disappeared, and if such country were 
self-contained and had no external commerce, this 
traditional value would, to a large extent, continue 
if supplies of fresh paper money were not ex- 
cessive. External trade is mainly the touchstone 
that discovers its fictitiousness, and it is the 
outside value that gradually pulls it down. I of 
course place silver currency upon a totally dif- 
ferent level from inconvertible paper money, but 
the principle in operation, which conserves for it a 
different internal, as compared with external value, 
is to some extent the same, and the effect of this 
differentiated value as an incentive to be inde- 
pendent of foreign manufactures is identical in the 
one case and in the other. 

When we talk of developing the resources of 
India as tending to increase our trade relations 
with that country, it is, of course, agricultural 
development that is mainly thought of, but with 
this element favouring the native manufacture 
of articles she is now getting from England, is 
there not danger that the development may also 
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take a form very different from what we are 
thinking of ? Any one who has looked over the 
Indian census list of occupations must have been 
struck with the vast number of artisans, workers 
in every department of human industry, which 
that list gives. There the workers are to be found 
in millions. On the other hand, of what is the 
soil of India not capable? Hitherto it has only 
produced short staple cotton, and even this, we 
know, has been gradually improving, but will it 
stop there ? Is it not probable that ere long the 
finer and longer grades of cotton will also be 
produced? And then we must look for further 
advance in the competition of her mills with ours. 
The initiating of the native population into factory 
work has, no doubt, been difficult, but already a 
large nucleus has been formed, and is rapidly 
growing. Private capital also, which cannot be got 
to aid agriculture or for public works, comes forth 
readily for these mills, so that there are all the 
elements for a wide and rapid development of a 
trade which must compete keenly with Manchester, 
and, if we allow the special advantage which I have 
been pointing out to continue, it must go on deve- 
loping. So far as we have seen, it is chiefly in coarse 
goods and yarns that she has become our competi- 
tor, and in these her natural advantages and posi- 
tion must in any case favour her. Why, to our 
own disadvantage, should we allow a state of mat- 
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ters to continue which is giving her practically all 
the advantages of protection within her own borders, 
and conferring a preferential position, as against 
us, in competing for the trade of adjacent countries? 
I am not unmindful that this depreciation of the 
currency for outside purposes, while retaining its 
old internal value, stimulates agriculture as well 
as manufactures. In recent years we have seen 
that grain has been exported much more freely 
from India in consequence of the low exchange 
rates at which it can be shipped. No doubt there 
is a real and immediate advantage in this to the 
grain grower, just as there is to the wool grower 
of Buenos Ayres when the value of the currency 
dollar falls through excessive issues of paper 
money; but what sound economist would regard 
such a state of matters as satisfactory? India 
may gain temporarily from the false basis thus 
created; but would she not gain something that 
would be of far more permanent value, even to the 
grain grower, if English capital could be freely 
employed in developing the resources of India, and 
in improving facilities for communication in roads 
and railways which are so much needed ? Besides, 
we do not wish to see the Indian agriculturist 
practically protected as against the British agri- 
culturist, any more than we wish to see Indian 
manufactures practically protected as against 
British manufactures. 

n 2 
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This is only one phase of a question that has 
been working mischief all these years ; and while 
placing it side by side with the prohibitive tariffs 
of foreign countries, which were avowedly enacted 
to shut out British manufactures, we have only 
been noting one of the evils with which it is 
chargeable. I believe the unsettled relation of 
silver and gold is at the root of the general con- 
traction, or want of elasticity, from which trade 
everywhere is suffering. It is stifling Free Trade, 
not merely in becoming the ally of Protection, in 
the way I have pointed out, but also as an element 
which is adversely affecting trade on the Continent, 
and leading Continental nations to adopt protective 
duties. Besides, it is hindering the free movement 
of money and capital, which is as necessary for 
the general well-being as the free movement of 
commodities. 
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HISTOKICAL ASPECT OF THE 

QUESTION. 

The favourite mode of dealing with this mone- 
tary question which mono-metallists employ is to 
treat it altogether as an abstract question, ignoring 
monetary history, and the great fact that gold and 
silver unitedly constitute the world's money. The 
State, they say, does nothing more than impress 
a stamp indicating weight and fineness of the gold 
coin which has been chosen for our standard. 
This done, the action of supply and demand must 
have free course, and we are powerless to interfere. 
The theory thus indicated is beautiful in its 
simplicity, and if we were living in an ideal world 
where only one monetary metal existed there 
would be nothing to say against it. Unfortunately 
for the rtheory, however, our actual world has two 
metals on which value is based, and the theory 
which takes cognisance of only one as the basis of 
value is altogether inadequate as a true represen- 
tation of the doctrine of money. The solidarity of 
the world's money cannot be ignored, and, as 
I have endeavoured to show, it is impossible for 
any. one nation to have a standard of value in the 
one metal unaffected by what may befall the other. 
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Our economists in cherishing and idolising the 
beautifully simple theory to which I have referred, 
seemed to have England's experience for the first 
sixty years of her gold standard history in their 
favour, because the corrective action of the laws of 
other nations rendered the individual action of 
England powerless to destroy the steady ratio 
of value between the two metals. Now, however, 
that this steady ratio is gone, through other 
nations trying to follow* the example of England, 
the true value of this vaunted theory is being seen, 
and it is satisfactory that leading economists, even 
in this country, are now beginning to take a broader 
and more correct view of the question. 

Profesor Sidgwick, of Cambridge, in a work 
recently published, concludes his remarks on the 
question of standard in the following words : * 
" So far we have been considering the controversy 
of the standards, as though the question were one 
of establishing a currency de novo. Of course it is 
not in this form that it comes within the range of 
practical politics. The trade of the world — even I 
may say the internal trade of the British Empire — 
is actually carried on under bi-metallic conditions ; 
and no one doubts that this will continue to be the 
case for an indefinite period. Indeed, the most 
eager mono-metallists do not appear to desire an 
universal adoption of a gold currency, at the risk 

* " The Principles of Political Economy/ pp. 455-6. 
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of a great rise in the value of the medium of 
exchange. The practical issue, therefore, so far as 
international trade is concerned, lies not between 
mono-raetallism and bi-metallism, but between 
rated and unrated bi-metallism." He previously 
explains that by rated bi-metallism he means " the 
two metals made legal tender at a fixed ratio," and 
by unrated bi-metallism "one taken as a standard 
while the other is merely coined and currently 
accepted at its market value," as we practically 
have in the present basis of international trade. 

As regards the historical aspect of the question, 
I would ask the attention of my readers to the 
data and extracts which I have given in the 
Appendix. We have been in a dream about our 
perfect gold currency, unconscious that the theory 
on which it was based was both false and mis- 
chievous ; and, unfortunately, our dream was 
shared very generally till lately by other nations, 
as was seen in the resolutions that were adopted 
by the Monetary Conference of 1867. A perusal 
of the documents in connection with same will 
show how the mischief we are now suffering from 
was set agoing by the decisions arrived at by that 
Conference. 

The history of English monetary legislation will, 
I am sure, ere long engage the attention of all who 
study this question, for no true estimate of the 
present position of England in the matter can be 
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made without taking it fully into account. Those 
who have believed the assertion so often made that 
law has nothing to do with it may be surprised to 
find the extent to which law has actually had to do 
with it. Not merely in the choice of the standard, 
which mono-metallists must admit, but in regu- 
lating the matter all through. 

The Mint Indentures of Elizabeth, prescribing 
that the pound troy of silver should be cut into 
sixty-two shillings, was a fundamental law of 
English money up to the time that it was set 
aside by the statute of 1816. The standard for 
gold coin was fixed in the time of Charles II. at 
44 £ guineas to the pound troy. These guineas 
continued at first to vary in value, but were ulti- 
mately fixed in the year 1717 by proclamation 
of George I., under the advice of Parliament, at 
twenty-one shillings in England's then standard 
silver money, and thus a fixed bi-metallic basis 
was formed which, whatever coin happened to pre- 
vail in England, was her real standard of value. 
(Clause 11th of the statute of 1816 recognises this.) 

Gold, as will be seen, was still under-valued, and 
as a necessary consequence, under particular bi- 
metallism ; the cheap money, gold, drove or rather 
kept out the dear money, silver, so that for more 
than three-quarters of a century gold was the chief 
coin current in England. But the Mint Indentures 
of Elizabeth and Charles II. and the proclamation 
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of George I. were still in force, potent though 
passive, just as the law of gravitation is no less 
potent while controlling the stationary boulder than 
it is in controlling the falling stone. And this bi- 
metallism at once showed its vitality when in 1798 
the outside price of silver fell to a point that made 
it suitable to exchange silver for gold at the English 
ratio. Then silver began again to be brought to the 
English Mint for coinage ; but under a false idea as 
to the meaning and consequences of this movement, 
the English Mint for the coinage of silver was closed. 
With the suspension of specie payments at the 
Bank of England, which happened about the same 
time, inconvertible paper money became, and for 
a long period continued to be, the only money of 
England, and during that time the true basis of 
her currency was lost sight of. When this inter- 
regnum in the reign of metallic money came to an 
end gold was enthroned as the supreme standard 
of England's money. The old laws were all re- 
pealed by the statute of 1816. Silver instead of 
being coined at the rate of sixty-two shillings to 
the pound, was henceforth to be coined at the rate 
of sixty-six shillings, and not to be a legal tender 
for more than forty shillings. While the pound 
sterling of English money was declared to be a 
hundred and twenty-three and a quarter grains of 
standard gold, containing a hundred and thirteen 
grains of pure gold, and nothing else. 
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No law in the matter ! Are these enactments 
mythical ? 

The extracts which I have given from Mr. Dana 
Horton's able paper, examining the bullion report 
of 1810, on which tho legislation of 1816 was 
founded, will show how, in pursuing the primary 
object of restoring the convertibility of England's 
paper money, the Committee failed to perceive the 
full import of the change in standard which they 
recommended. Even Lord Liverpool himself, 
whose views were carried out, could not have had 
this fully before him, if we judge from the way in 
which he writes regarding the matter.* 

No doubt the alternation of gold and silver coin 
for the internal currency of England was effec- 
tually guarded against by the legislation of 1816. 
As a theoretical arrangement for the "coins of the 
realm " it suited admirably, and for sixty years, as 
we have seen, it had no apparent drawbacks ; but 
it was none the less a revolutionary measure 
though it was so long in bearing its necessary 
fruits. 

This alternation of the two metals under parti- 
cular bi-metallism is said to have taken place in 
France under her bi-metallic law of 1808, and no 
doubt there has at times been more gold and less 
silver, and at other times less gold and more silver, 

* See " Standard of Value," by Leighton Jordan. 
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in the circulation of that country. But what 
harm has this done ? The mass of her people never 
suffered any inconvenience from such changes, 
and the basis of value (the standard) was never 
affected by it. 

The freedom for alternation in the flow of the 
two metals for the adjustment of international 
balances is of the very essence of bi-metallism, but 
under international arrangement, with a common 
ratio of value, the coins of the realm — the internal 
currency of each country, which, though important, 
is a secondary matter as compared with the main- 
tenance of the standard — would never, I believe, 
to any inconvenient extent, be affected. 

There could never, as I have shown, be any 
motive, in mere arbitrage differences, for the specu- 
lative movement of specie. I believe also that 
bullion rather than coin would come to be chiefly 
used for the adjustment of the balances of trade, 
and wise seignorage laws, commonly agreed upon, 
would secure for each country a practically steady 
internal circulation. As regards England, as I 
have already said, I believe that her adherence to 
a convention for International Bi-metallism would 
lead to no change in her internal circulation that 
would be evident to the great mass of her people. 

In concluding, I would again urge the importance 
of the question. I have tried to show the practical 
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issues which it involves, and the dangers to com- 
merce everywhere with which the present relations 
of the two metals are fraught. Now it is a silver 
question affecting exchange, now a gold question 
affecting valaes. We see it interfering with the 
movements of capital. We see it causing a scramble 
for gold, always and everywhere making itself felt, 
touching all interests and affecting every class. 
Just now we are, as it were, standing at a new 
parting of the ways. The question is coming to 
a head in the United States, and if nothing 
is done in the way of international agreement, 
the " Bland " Bill, which I have already referred 
to, will likely be repealed. This will certainly 
lead to increased sales of silver in Europe and 
to a further fall in its value, with the conse- 
quent interruption to business which must again 
ensue. Will the difficulty end when this is got 
over ? I think not, but fresh and ever-increasing 
difficulties must immediately arise from the action 
of the European nations, who are still using silver, 
to put themselves right in the matter; not to speak 
of the tremendous complications we shall have on 
our hands in connection with the silver standard 
of our own great Eastern dependency. 

When we realise all the danger and difficulties 
which are thus impending, it is impossible to be 
still and not try to do something to get the question 
more earnestly considered. Theoretical economists 
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must no longer be allowed to pooh, pooh it, and 
all their talk as to what is theoretically the best 
standard must be set aside. We are not living 
in an ideal world, but in a world in which bi- 
metallism actually exists, and the simple issue as 
put by Professor Sidgwick should not be difficult 
to comprehend. The remedy proposed also is a 
simple one, and even our opponents do not deny 
that it would be efficacious if carried out. They 
can only rail at the proposal. " Who is to draw 
the treaty?" "What power of persuasion will 
induce all countries and governments to accept this 
gospel?" I would reply, nations know their true 
interests and can combine for a common purpose 
as loyally as individuals, and if France, England, 
America, and Germany were to adopt a common 
ratio, all the nations of the world would neces- 
sarily and gladly accept it, and I can conceive of no 
reason, nor any probable, circumstance of war or civil 
commotion that would lead to its being disturbed. 
Every year it existed it would become more firmly 
fixed. It would be a common blessing equally 
cherished by all, and any single nation attempting 
to be hostile — supposing that possible — could only 
show its hostility at great cost to itself, without the 
likelihood of doing any harm. There would be no 
difficulty with the other nations if England con- 
sented. All the difficulty lies in getting England 
to take her proper part in the work. English 
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prejudice and a mistaken belief in the merits of 
her present system still block the way. The 
supporters of bi-metallism, however, are rapidly 
increasing, and every day their views are obtaining 
more attention. It takes time for old prejudices 
to give way, but give way ere long they must. 
Many who were formerly stout opponents have 
changed sides, and I hope these remarks may be 
helpful to some who are anxious to find the truth. 
Light on the subject often comes suddenly. In 
looking through a stereoscope we sometimes at 
first see two confused pictures, but we continue 
to look and gradually our eyes adjust themselves 
to the focus, when all at once not two, but one 
beautiful picture stands out boldly before our eyes. 
So I trust it may be with many who will read these 
pages. From regarding bi-metallism as a double 
and confused standard, they will, I hope, come to 
see that it brings into their proper bearings the 
two sides of the picture "money," and unites them 
in one harmonious whole. 
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APPENDIX A, 
Feench Monetary Legislation.* 



MONETARY LAW OF 1803. 

Law relating to the Fabrication and Verification of Coins of 
the 7-17 Germinal, Year XL of the French Republic 
(1803). 

DECREE. 

General Dispositions. 

Five grammes of silver, nine-tenths of fine, constitute the 
monetary unit, which retains the name of franc. 

TITLE I. 
Of the Fabrication of Coins. 

Article I. — The Silver Coins shall be the quarter of a 
franc, half-franc, three-quarters of a franc, one-franc, two- 
franc, and five-franc pieces. 

Article II. — Their fineness is fixed at nine-tenths fine 
and one-tenth alloy. 

Article III. — The weight of the quarter of a franc 
piece shall be one gramme twenty-five centigrammes. 

That of the half-franc piece, two grammes fiye deci- 
grammes. 

* " International Monetary Conference, Ac, 1878 " : Washing- 
ton, 1879— p. 155. 



112 Appendix. 



That of the three-quarters of a franc piece, three 
grammes seventy-five centigrammes. 
That of the one-franc piece, five grammes. 
l*h at of the two-franc piece, ten grammes. 
That of the five-franc piece, twenty grammes. 

Article IV. — The tolerance of fineness for silver money 
shall be three-thousanths, outside as well as within. 

Article V. — The tolerance of weight shall be for the 
quarter of a franc piece ten thousandths outside as well 
as within; for the half-franc and three-quarters of a 
fianc piece, seven thousandths outside a well as within ; 
for the one-franc and two-franc piece, five thousandths 
outside as well as within ; and for the five-franc piece, 
three thousandths outside as well as within. 

Article VI.— There shall be coined gold pieces of 
twenty francs and of forty francs. 

Article VII. — Their fineness is fixed at nine-tenths 
fine and one-tenth alloy. 

Article VIII. — The twenty-frano pieces shall he 
6truck at the rate of a hundred and fifty-five pieoes to the 
kilogramme, and the forty-franc pieces at that of 
seventy-seven and a half. 

Article IX. — The tolerance of fineness of the gold 
coins is fixed at two thousandths outside, the same within. 

Article X. — The tolerance of weight is fixed at two- 
thousandths outside, the same within. 

Article XI. — The expense of coinage alone can be 
required of those who shall bring material of gold or 
silver to the Mint. 

These charges are fixed at nine francs per kilogramme 
of gold, and at three francs per kilogramme of silver. 
(The rates here fixed were changed several times) 
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APPENDIX B. 

Variations in the Price op Silver prior to 

1873. 

Referring to table on page 11 it is proper to note 
that while the decennial and yearly averages there 
given show such remarkable steadiness of ratio, 
the variations within these periods have been at 
times more important than these averages indi- 
cate. There is no doubt that between 1827 and 
1872 the price of silver in London touched the 
extreme points of 58Jd. and 62|d. per ounce, which 
is a difference of seven per cent., or three and a 
half per cent, on either side of the central point. 
From these facts mono-metallists have argued 
that the action of the French law did not actually 
maintain the steadiness that is claimed for it — 
that increased supplies, now of the one metal, now 
of the other, asserted their power in determining 
the relative prices of silver and gold in spite of the 
French law. They do not altogether deny that it 
had a steadying power. The fact is too patent 
for this ; and if they would patiently examine the 
whole circumstances of these variations of price, 
they would also be forced to admit that the varia- 

i 
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tions in the supplies of the metals had little 
to do with the matter. That they were in fact 
"caused by 

" The French Mint charges, the capacity of the French 
Mints for coining, the state of the French silver coinage, 
and by the circumstance that, because universal bi- 
metallism did not obtain, silver must often pass between 
France and England against the current of the exchange 
between these countries." 

The same writer, Mr. J. N. Soderholm, also 
says : — 

<' Mono-metallists have seen in the price of silver in 
London not only a proof of the impossibility of all bi- 
metallism, but also a proof of the silver coins, say, in 
France, are not worth the gold with which they are 
actually circulating at par. We know that nothing can 
be more erroneous. The price of silver in London is 
nothing else than it pretends to be — the price of that 
silver which has been sold in that place at the time when 
the price is given. It is by no means the price of all 
silver in aU places. And it is therefore also erroneous to 
strike an average of the London silver prices for a 
number of years, and offer the same as the true value of 
silver in general during those years." 

These remarks sum up a most careful and 
accurate analysis of this matter by the writer 
whom I have named.* It is impossible to do 
justice to his argument by any extracts from it, 
and I can only recommend my readers to peruse 

* " The Ratio of Value between Gold and Silver as Money," by 
J. N. Soderholm. London : J. N. Soderholm & Co., 72, Bishope- 
gate Street, E.C. 
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his work, in the sixteenth and seventeenth chapters 
of which the matter is referred to. 

Mr. H. H. Gibbs also deals with the same point 
in his pamphlet,* and Mr. Tidman in his book, 
" Gold and Silver Money," gives a detailed table 
showing the actual variations.t 

* " The Double Standard," by Henry H. Gibbs. London : 
Effingham Wilson, Royal Exchange. 

+ " Gold and Silver Money," by Paul F. Tidman. London : 
Kegan Paul, Trench, & Co, 
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APPENDIX C. 

The Latin Union. 

Monetary Treaty, concluded December 23rd, 1865, between 
France, Belgium, Italy, and Switzerland.* 

His Majesty the Emperor of the French, His Majesty 
the King of the Belgians, His Majesty the King of 
Italy, and the Swiss Confederation, equally animated 
by the desire to effect a more perfect harmony in their 
Monetary Legislation, and to remedy the inconvenience 
to trade between their respective countries resulting 
from the diversity of their small silver coins, and to 
contribute to the uniformity of weights, measures, and 
coins by forming a Monetary Union, have therefore 
resolved to conclude a Convention for that purpose, 
and have named their Commissioners Plenipotentiary 
as follows : — .... 

Article 1.— Belgium, France, Italy, and Switzerland 
unite to regulate the weight, title, form, and circulation 
of their gold and silver coins. No change is made for 
the present in legislation relative to copper coins for the 
four countries. 

Article 2. — The high contracting parties bind them- 
selves not to coin, or permit to be coined, any gold other 
than in pieces of 100, 50, 20, 10, and 5 francs in weight, 
tolerance, and diameter, as follows: — All these coins 
shall be of the fineness or standard of 900, with a 
tolerance of two thousandths above or below the legal 
standard. The tolerance in weight shall be for the 100 
and for the 50 franc pieces, one thousandth above or 

* ''International Monetary Conference, &c, 1878:" Washing 
ton, 1879— p. 787. 
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below ; for the 20 and 10 franc pieces, two thousandths ; 
for the 5 franc pieces, three thousandths. The weights 
and diameters are these : 

Gold coins — 100 francs, weight 82*258'06 grams, dia 
meter 85 millimetres; 50 francs, weight 16*129*03 grams, 
diameter 28 millimetres; 20 francs, weight 6'451°61 
grams, diameter 21 millimetres; 10 francs, weight 
8*225*80 grams, diameter 19 millimetres; 5 francs, 
weight 1*612'90 grams, diameter 17 millimetres. 

The different States will receive all the above coins 
when not worn to one-half per cent or the devices 
effaced. 

Article 3. — The contracting Governments bind them- 
selves not to coin, or permit to be coined, silver pieces of 
five francs, except in the following weight, standard, 
tolerance, and diameter. The weight of each 5 franc 
piece shall be of 25 grams ; its tolerance in weight, three 
thousandths ; its fineness 900 ; its tolerance in standard, 
two thousandths ; and its diameter 37 millimetres. 

They will receive the above pieces at par, unless 
reduced one per cent, by wear or the device is worn off. 
(These arrangements were based on the established ratio 
of 151 to I.) 

Articles 4 and 9 arrange the size and fineness of 
the smaller silver pieces, which are not full-value 
coins, the quantities of these which each State is 
to issue, and the extent to which they are to be 
received as legal tender between individuals and at 
the public banks. 

The remaining clauses refer to further details, 
one of which provides that any other nation can 
join the Convention by accepting its obligations 
and adopting the monetary system of the union in 
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regard to its gold and silver coins. (Under this 
article Greece afterwards joined). 

The treaty was first made for fifteen years, 
expiring in 1880, but it was arranged in 1878 that 
it should be continued five years longer. 
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APPENDIX D. 
International Monetary Conference, 1867. 

This Conference was convened by the French 
Government on the suggestion of the leading men 
who originated the Latin Union. The object is 
indicated in the following sentences from the 
French Minister's circular to the United States 
Government proposing the Conference. "After 
having brought about the disappearance of diver- 
gencies of which they recognised the inconveniences, 
the delegates of France, of Belgium, of Italy, and 
of Switzerland, seeing a population of seventy 
millions of souls thenceforth endowed with the 
same monetary system, must quite naturally have 
been led to fix attention on an interest more 
general. Without entering on the examination of 
a question which it was not their mission to solve, 
they expressed in the name of their Governments 
the desire to see the Union, as yet restricted to 
four countries, become the germ of a Union more 
extended, and of the establishment of a general 
monetary circulation among all civilised States." 

The Conference met in Paris, and was attended 
by representatives from all the leading nations, 
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including England, which was represented by 
Mr. Thomas Graham, Director of the Eoyal Mint, 
and Mr. Eivers Wilson, attached to the Treasury. 
Mr. Eivers Wilson stated — 

" That while consenting to be represented in this Con- 
ference, the English Government has found it necessary 
to place the most careful restriction upon its delegates ; 
their part is simply to listen to the different arguments, 
to study the situation as developed in discussion, and 
to report to their Government. Thus far they have 
found no difficulty in voting in favour of all the pro- 
positions adopted by the Conference, because their 
principles agreed with the system now in force in 
England;* 

The following extracts from the final report of 
the Conference show fully its main decision : — 

" By a most singular coincidence, when only two out 
of twenty States had gold for a standard, your Con- 
ference decided upon it for the standard, with silver as 
a transitory companion; and this was done because 
the double standard was necessary in certain States 
that were used to it, or where silver was the exclusive 
standard, 

•' This valuable unanimity on a question so important, 
tending to perfect the monetary system of the Conven- 
tion of 1865, will certainly influence public opinion, 
and certain men in the interior of States who may have 
retained any doubt on the question. 

" In thus adopting gold as a basis for the desired 
union, it was only in a common denominator above the 
franc that it was possible to realise the useful equations 
and frequent coincidences in the systems to be brought 
together ; for, in gold coins, the very minute differences 
could not be distinguished with precision by the process 
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of coinage, and already the mere distance of five francs 
may be sometimes difficult to express sufficiently in the 
external form of the monetary disks. 

" The weight of five francs in gold of nine-tenths fine- 
ness, the standard which was unanimously approved, and 
also one of the conditions of the Convention of 1865, 
then appeared to be the proper denominator for the basis 
of the desired assimilation between the monetary systems 
of the twenty States represented. . . . 

" If the germs of our collective, enlightened, and be- 
nevolent aspirations, freed from the unpleasant compen- 
sations that sometimes attend the most seductive reforms, 
in whicji we are all animated by the true spirit of civiliza- 
tion and modern progress, shall come to fructify around 
you, I hope, gentlemen, you will pleasurably recall the 
honourable memories of the part you have taken in these 
delicate scientific discussions, with the satisfaction of 
their joint pursuit, under a presidency so memorable 
(Prince Napoleon) and with a facility and harmony as 
perfect as that of delegates from a single nation in its 
ordinary deliberations. 

The displacement of silver was thus decreed, and 
pourparlers between the different Governments 
were begun with the view of carrying out the decision 
arrived at. We get a glimpse of these in their 
relation to our own country from a speech made 
on 6th August, 1869, by Mr. Eobert Lowe (Lord 
Sherbrooke), then Chancellor of the Exchequer, in 
which he said : — 

"Well, the French Government have put themselves 
into communication with us. They have written to me 
on the subject of international coinage, and wish to know 
what steps the Government of England are willing to 
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take in the matter. . . . And so I ventured to say, 
in answer to the question, that it would be impossible to 
hold out hopes of assimilation until France made up her 
mind to give up the silver standard and have only a gold 
standard ; and I am happy to say that France is favour- 
able to the abandonment of her silver standard, as I 
gather from the report of a commission on the subject 
which I have received." 

The Franco-German war intervenes, and the 
curtain for a time drops on the monetary drama. 
When it again rises, it is Germany, not France, 
that is seen making the first move. 
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APPENDIX E. 

German Monetary Legislation. 

The following is extracted from Exhibit A pre- 
sented by Baron von Thielmann at the first session 
of the International Monetary Conference of 1881. 

I. 

The introduction into Germany of the single gold 
standard in the place and stead of the silver standard, 
which prevailed up to 187 L in most of the German States, 
was enacted by the laws of 4th December, 1871, and Oth 
July, 1873. The mark of the gold is the ^ z part of a 
pound of gold (of 500 grammes) at nine-tenths fine, and 
is coined in gold pieces of 20, 10 9 and 5 marks. The 
right of private coinage exists in so far that every indi- 
vidual is entitled to require the coinage for his own 
account of gold pieces of 20 marks upon payment of the 
cost of mintage at the rate of three marks on the pound 
of fine gold. 

The coins of silver, nickel, and copper perform the 
functions of subsidiary coins. 

In the Imperial silver coins (pieces of five and three 
marks, and of one mark, and of 50 and 20 pfennings) 
100 marks are coined from the pound of fine silver ; the 
proportion of alloy being of 900 parts of silver to 100 
parts of copper, 90 marks in coined silver weighing a 
pound. Under the law as it stands the sum total of 
Imperial silver coin must not exceed 10 marks per capita 
of the population of the Empire. 
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No one can be compelled to accept payment of a sum 
exceeding 20 marks in Imperial silver coins. On the 
other hand, these coins are received in payment, without 
limitation as to amount, by the Treasuries of the Empire 
and of the German States, and may, at pleasure, be ex- 
changed for gold at certain offices officially designated 
for that purpose. 

As it was not possible at once to withdraw from circu- 
lation the former coins of the different States, and to 
introduce immediately the new Imperial coinage, the 
laws in question established, as a transitory condition, a 
system analogous to that of the double standard, and 
under which the old coins of the States were' recognised 
as legal tender, at the rate of one thaler for three marks 
of gold, a rate based upon the proportion of 1 to 15£ for 
the relative value of the two metals 

The sales of silver were suspended in May, 1879, 
and have not been resumed since then. 

The sale of these 7,104,896 pounds of fine silver (com- 
prising the 2,034 pounds above mentioned, as delivered 
to the Mints upon payment of the value thereof)i was 
made as shown in the Table on the next page : — 



IV. 

If the provisions of the present monetary statutes 
should be completely carried out, and if, by reason 
thereof, the sales of silver should be resumed, the 
Imperial Government would need to dispose of only so 
much of the 410 or 500 millions of marks in thalers now 
in circulation, as well as of the bar silver which it has 
held since 1879, as might not be required for the aug- 
mentation of the circulation of subsidiary silver coins. 
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APPENDIX P. 

Action of France and the Latin Union in 
consequence of gebman legislation. 

The following extracts from note appended to 
Exhibit B, presented at the twelfth session of the 
International Monetary Conference of 1881 by 
M. Cernuschi, shows the course first of the re- 
striction and then of the stoppage of the coinage 
of silver in France and the Latin Union States : — 

The late legislation of the German Empire produced, 
after 1873, a great afflux of silver in Belgium and France. 
The French mints, which in 1872 had received less than 
a million of francs' worth of silver to coin, received 173 
millions worth of it in 1873. 

A Ministerial order of 6th September 1873, directed 
that the mintage of silver five-franc pieces should hence- 
forth he restricted to 200,000 francs per day in Paris, and 
80,000 francs per day in Bordeaux. By a second order 
(19th November, 1873) the mintage was limited to 100,000 
francs a day in Paris, and 50,000 a day in Bordeaux; and 
by a third order (28th May, 1874^ it was settled that, on 
and after 1st January, 1875, there should be accepted of 
silver for coinage no more than 75,000 francs a day at 
Paris, and 25,000 francs a day at Bordeaux. 

The system of limited coinage of silver with a contigent 
for each State was inaugurated in the Latin Union by 
the treaty of 31st January, 1874. . . . 
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Although limited by the Ministerial orders, the deliveries 
of silver bullion for mintage accumulated more and more 
in the mints. To preclude the mintage of a sum greater 
than the contingent allowed to France, a law was passed 
5th August, 1876, which ordained that the mint should 
be closed to further delivery of silver. 

By the treaty of 5th November, 1878, the States of the 
Latin Union put an end to the system of limited coinage, 
which cannot be resumed before 1st January, 1886, 
unless by common consent. 
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APPENDIX G. 

Monetaby Conference op 1878. 

This Conference was convened by the United 
States' Government, and held its sittings in Paris. 
The support of France was expected, but this was 
only feebly given. Germany was not represented ; 
she first refused the invitation of the Washington 
Cabinet, and afterwards refused an invitation 
addressed to her from Paris from the Conference 
itself. England was represented by Mr. Goschen 
and by Mr. Henry Hucks-Gibbs ; but they went 
into the Conference on the understanding that in 
doing so it was understood that England did not 
commit herself to any of the conclusions which 
might be reached. 

After holding seven sessions the Conference was 
closed by the adoption of the following resolu- 
tions ; — 

1. That it is necessary to maintain the monetary 
role of silver in the world as well as that of gold, hut 
that the choice hetween the employment of one or other 

of the two metals, or the simultaneous employment of ' 

both, should he governed by the special situation of each 
State or group of States. 

2. That the question of the limitation of the coinage 
of silver should also he left to the free decision of each 
State or group of States, according to the particular 
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conditions in whioh they may be placed, and this the 
more so as the perturbations which have arisen of late 
years in the silver market have variously affected the 
monetary situation of the different countries. 

3. That in view of the divergencies of opinion which 
have been manifested, and of the impossibility even for 
the States which have the double standard to take any 
engagement relative to the unlimited coinage of silver, 
there is no ground for discussing the question of an 
international ratio of value to be established between the 
two metals. 

These resolutions show that a different view as 
regards the role of silver from that which prevailed 
in the Conference of 1867 was now taken. Indeed, 
one of our own representatives (Mr. Goschen) 
declared that a universal gold standard was a 
" Utopia altogether visionary." True, he said the 
same thing of the American propositions involving 
the universal double standard which were sub- 
mitted. We must be content meantime with the 
declaration he has made regarding the gold 
standard. He cannot let these declarations be his 
final utterances on the subject, but must indicate 
some possible system that is not Utopian, if both 
of these are to be thus characterised. What is 
that system ? This work-a-day world must have 
something which is not merely negative for its 
guidance. 

As regards our other representative, Mr. Hucks- 
Gibbs, we know the decided position he has now 
taken as a supporter of the double standard. 

E 
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APPENDIX H. 

MONETARY CONFEEENCE OF 1881. 

This Conference was convened by the French 
and American Governments issuing simultaneous 
invitations to the other Powers. France was quite 
at one with America as to the objects proposed to 
be attained, both countries being represented by 
declared bi-metallists. Germany, as well as all 
the leading States, was represented at this Con- 
ference, and her representatives took an active 
part in the discussions. The English represen- 
tatives were — 

For Great Britain. — Mr. Freemantle, Deputy- 
Master of the Mint at London. 

For British India. — Sir Louis Mallet, Under- 
Secretary of State, and Lord Eeay. 

For Canada. — Sir Alexander Gait, High Com- 
missioner of Canada, at London. 

These representatives took their seats at the 
Board under the same conditions of reserve as 
those whom England had sent to the former con- 
ferences. Thirteen sessions were held, and a vast 
amount of monetary information regarding all the 
different countries represented was supplied. In 
this Conference England showed her desire to 
further its object by undertaking that if the other 
Powers came to any definite arrangement as re- 
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gards silver, she would put in force the powers of 
the Bank Act, by which one-fourth of the metallic 
reserve may be silver. She also indicated, as re- 
gards India, that during a certain period, the 
duration of which would be afterwards settled, the 
Indian Government would engage to maintain its 
existing system of the free coinage of silver. Ger- 
many also showed a strong disposition to further 
the objects of the Conference, but no definite reso- 
lution was arrived at. 

The Conference was closed with the following 
resolution : — 

The Conference, considering that, in the course of 
its two sessions, it has heard the speeches, declarations, 
and observations of the delegates of the States hereafter 
enumerated: — 

Considering that the declarations made by several of 
the delegates have been in the name of their Govern- 
ments; 

That these declarations all admit the expediency of 
taking various measures in concert, under reservation of 
the entire freedom of action of the different Governments ; 

That there is ground for believing that an under- 
standing may be established between the States which 
have taken part in the Conference ; 

But that it is expedient to suspend its meetings ; 

That, in fact, the monetary situation may, as to some 
States, call for the intervention of Governmental action, 
and that there is reason for giving an opportunity, at 
present, for diplomatic negotiations ; 

Adjourns to Wednesday, 12th AprD, 1882. 

The Conference did not meet on the date to 
which it was adjourned, nor has it since done so. 

k 2 
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APPENDIX I. 

The American "Bland" Bill. 

This law was passed in 1878. Its chief provi- 
sions 



1. That the United States Treasury shall coin silver 
monthly (whether it is required for trade or not) to an 
amount of not less than £400,000, or more than £800,000, 
the necessary amount of silver for this purpose being 
purchased by the Government at the market price. 

2. Dollars so coined are to be of the weight of 412£ 
grains of standard silver " as provided by the Act of 
January ; 1837/' and are to be a legal tender, at their 
nominal value, for all debts and dues, public and private 
"except where otherwise expressly stipulated in the 
contract" 

3. That any holder of this coin, in sums of not less 
than ten dollars, may deposit it and obtain a certificate 
for it. These certificates are receivable for customs, 
taxes, and all public dues, and may be re-issued. 
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APPENDIX J. 

Pbeyious American Monetary Legislation. 

The following is taken from a pamphlet by 
M. Cernuschi, entitled, " The ' Bland ' Bill : its 
grounds — its alleged dishonesty — its imperfections 
— its future." 

The first monetary law of the United States was passed 
in 1792 — it was bi-metallic. Silver and gold were ad- 
mitted to mintage without restriction of quality, and 
were legal tender without restriction of amount. The 
silver dollar weighed fifteen times as much as the gold 
dollar. This law remained in force till 1884. 

In 1834 a new monetary law was passed. Bi-metallism 
was maintained, but at the ratio of 16 instead of 15. . . . 
This law remained in force till 1873. 

In 1803 the French Government while substituting 
francs for livres maintained the old bi-metallism of 15£ 
to one of gold. 

Until 1871 the German Government adhered to its 
old silver monometallism. 

In 1816 the English Government, preparing for the 
withdrawal of paper money, instituted gold mono-metal- 
li8m, leaving to silver the subsidiary functions of small 
change. 

In 1885 the Indian Government gave up gold for 
its standard, and adopted silver monometallism. 



- i 
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What was the result of the conflicting legislation? 
The triumph of the strongest. The strongest was France. 
Always a creditor of other countries, France became the 
great emporium of the monetary metals. Her bi-metallic 
law attracted to her at one time gold to be exchanged for 
silver ; at another, silver to be exchanged for gold. That 
exchange was always effected on the legal footing of 15£, 
with a slight [premium to the profit of those asked to 
effect it — that is to say, to the profit of the French 

The United States, like other countries, constantly 
underwent the ascendancy of the French law. Debtors 
rather than creditors of Europe, they had to pay rather 
than receive. What metal did they prefer to export? 
The one which they had no longer an interest to coin at 
home; gold until 1834, silver afterwards. Under the 
bi-metallic system at 15, instituted in 1792, the Americans 
had a right indeed to take gold to their mint, but it was 
to their interest not to take it. Gold being worth only 
15 of silver under the American law, and being worth 15£ 
under the French law, they gained 3 per cent, by con- 
verting their gold into francs rather than dollars* Gold 
dollars therefore did not circulate, but only silver dollars. 
Just the reverse happened under the bi-metallic system 
of 16, inaugurated in 1834. The Americans had a right 
indeed to get their silver minted at home, and a right to 
employ it for payments in specie, but it was to their 
interest not to exercise those rights. Silver being worth 
the fifteen-and-a-half part of its weight in gold under the 
French law, and being worth only one-sixteenth under 
the American law, the Americans gained 3 per cent, by 
converting their silver into francs rather than dollars. 
All the silver therefore was exported, and not a single 
white dollar circulated in America after 1834 (until the 
" Bland " Bill came into force). 
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APPENDIX K. 

English Monetaby Legislation. 

The Statute of 1816, establishing the gold stan- 
dard recites or refers to the various previous Acts 
which were thereby repealed. Naming first the 
Statute of Charles II. (1666) establishing the free 
and gratuitous coinage of gold and silver. 

This law provides : — 

. That whatsoever person or persons, native or foreigner, 
alien or stranger, shall from and after the twentieth day 
of December, one thousand six hundred and sixty six, 
bring any foreign coin, plate, or bullion, of gold or silver, 
in mass, molten or alloyed, or any sort of manufacture, 
of gold or silver into his Majesty's mint or mints within 
the Kingdom of England, to be there melted down and 
coined into the current coins of this kingdom, shall have 
the same there assayed, melted down, and coined with all 
convenient speed, without any defalcation, diminution, or 
charge for the assaying, coinage, or waste in coinage — so 
as that for every pound troy of crown or standard gold 
that shall be brought in and delivered by him or them to 
be assayed, melted down, and coined as aforesaid, there 
shall be delivered out to him or them respectively a pound 
troy of the current coins of this kingdom, of crown or 
standard gold ; and for every pound troy of sterling or 
standard silver that shall be brought in and delivered 
by him or them to be assayed, melted down, and coined 
as aforesaid, there shall be delivered out to him or them 
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respectively a pound troy of the current coins of this 
kingdom of sterling or standard silver, and so propor- 
tionably for a greater or lesser weight 

This law gave the king certain taxes to cover the 
cost of the gratuitous mintage which it established. 

The Statute of 1816 also refers specially to the 
law of the seventh and eighth years of the reign of 
William III. " intituled for the remedying the ill 
state of the coin of the kingdom" ; to an Act of 
the year 1774 prohibiting the importation of light 
silver coin, and restraining "the tender thereof 
beyond a certain sum" (except by weight) ; and to 
the Act of 1798 suspending the coinage of silver. 

The second clause of the Act of 1774 runs thus : — 

" And be it further enacted by the authority aforesaid, 
That no tender in the payment of money made in the 
silver coin of the realm of any sum exceeding the sum of 
twenty-five pounds at any one time shall be reputed in 
law, or allowed to be a legal tender, within Great Britain 
or Ireland, for more than according to its value by weight, 
after the rate of five shillings and twopence for each 
ounce of silver ; and no person to whom such tender shall 
be made shall be in any way bound thereby or obliged to 
receive the same in payment in any other manner than 
aforesaid ; and any law, statute, or usage to the contrary 
notwithstanding." 

It may be well to give here the following from 
Clause XI. of the Statute of 1816 as also bearing 
on the question : — 

" And whereas at various time heretofore the coins of 
this realm of gold and silver have been equally a legal 
tender for payments to any amount, and great inconveni- 
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ence has arisen from both those precious metals being 
concurrently the standard measure of value and equiva- 
lent for property, Ac." 



In the year 1717 Sir Isaac Newton, then Master 
of the Mint, presented a report to the Lords Com- 
missioners of His Majesty's Treasury, from which 
the following is extracted : — 

" In obedience to your lordships' order of reference, of 
August 12th, that I should lay before your lordships a 
state of the gold and silver coins of this kingdom, in 
weight and fineness, and the value of gold in proportion 
to silver, with my observations and opinions ; and what 
method may be best for preventing the melting down of 
the silver coin ; I humbly represent, that a pound weight 
troy of gold, 11 ounces fine, and 1 ounce allay, is cut 
into 44£ guineas; and a pound weight of silver, 11 
ounces 2 pennyweight fine, and 18 pennyweights allay, is 
cut into 62 shillings ; and, according to this rate, a pound 
weight of fine gold is worth 15 pounds weight 6 ounces 
17 pennyweight and 5 grains of fine silver, reckoning a 
guinea at £1. Is. 6d. in silver money; but silver in 
bullion, exportable, is usually worth 2d. or 3d. per ounce 
more than in coin ; and if, at a medium, such bullion of 
Standard' allay be valued at 5s. 4£d. per ounce, a pound 
weight of fine gold will be worth but 14 pounds weight 
11 ounces 12 pennyweights 9 grains of fine silver in 
bullion; and, at this rate, a guinea is worth but so much 
silver as would make 20 shillings and eightpence. When 
ships are lading for the East Indies, the demand for silver, 
for exportation, raises the price to 5s. 6d. or 5s. 8d. per 
ounce, or above ; but I consider not those extraordinary 
cases. • . • * 

"It is the demand for exportation which hath raised 
the price of exportable silver about 2d. or 3d. in the 
ounce above that of silver in coin, and hath thereby 
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created a temptation to export, or melt down, the silver 
coin, rather than give 2d. or 3d. more for foreign silver ; 
and the demand for exportation arises from the higher 
price of silver in other places than in England in pro- 
portion to gold, that is, from the higher price of gold in 
England than in the other places, in proportion to silver; 
and therefore, may he diminished by lowering the value 
of gold in proportion to silver. If gold in England, or 
silver in East India, could he brought down so low as to 
hear the same proportion to one another in both places, 
there would be here no greater demand for silver, than 
for gold to be exported to India; and if gold were 
lowered only so as to have the same proportion to the 
silver money in England which it hath to silver in the 
rest of Europe, there would be no temptation to export 
silver rather than gold to any other part of Europe. 
And to compass this last, there seems nothing more 
requisite than to take off about lOd. or 12d. from the 
guinea; so that gold may bear the same proportion to the 
silver money in England, which it ought to do by the 
course of trade and exchange in Europe ; but if only 6d. 
were taken off at present it would diminish the tempta- 
tion to export, or melt down, the silver coin ; and, by the 
effects, would show hereafter, better than can appear at 
present, what further reduction would be most con- 
venient for the public.*' 

" Parliament contented itself with the half measure 
of fixing the guinea at 21 shillings (the ratio of 
15-21). Silver, still underrated in England, find- 
ing still its best market abroad, remained there ; 
and thus England came to possess little money 
other than gold." 

The following is an extract from the proclama- 
tion dated 22nd December, 1717, which the King 
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issued at the request of Parliament, giving effect to 
its resolution : — 

Now for and toward remedying the said evil, we have 
thought fit, with the advice of our Privy Council, to issue 
this our Boyal proclamation, hereby strictly prohibiting 
all and every person and persons whatsoever, to utter or 
receive any of the pieces of gold coin of this kingdom, 
commonly called guineas (which in our Mint were coined 
only at twenty shillings each, but have been by our sub- 
jects paid and received at the rate of one and twenty 
shillings and sixpence each), at any greater or higher 
rate or value than one and twenty shillings for each 
guinea, and so proportionably for the pieces of gold called 
half-guineas 

The foregoing extracts are taken from Historical 
Material for, and contributions to, the Study of 
Monetary Policy, by Mr. S. D. Horton, included with 
the report presented to the American Government 
on the Monetary Conference of 1878. From the 
same source the following remarks are also taken : — 

The Early Law of Legal Tender. 

Until a period comparatively recent it has been 
reckoned inter jura magistrate to determine the cur- 
rency and value of coins, and hence the earlier law of legal 
tender is to be sought, not in the statute books, but in 
Boyal proclamations, Mint " indentures and regulations." 

The reader has perhaps observed that the statute of 
18 Car. II. c. 5, accepts the currency of " gold and silver 
coins of this kingdom" as a fact. So, likewise, the sta- 
tute of William III., which is, by the way, one of the 
principal laws which directed the famous recoinage of the 
silver coins with which the readers of Macaulay's History 
of England are familiar. 
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This statute directs, in section il, that the officers of 
the Mint receive by indenture the ingots of melted silver 
coin 

" To be there immediately refined or otherwise reduced to 
sterling, and to be coined by the mill and press into the 
current money of this realm, to hold such weight and fine- 
ness as are prescribed by the present indenture with His 
Majesty* s master and worker for making of silver monies 
at the Tower of London ; and with such allowance, called 
the remedy, as is given to the said master by the said inden- 
ture, which weight and fineness are hereby declared to be, 
and shall remain to be the standard of and for the lawful 
silver coin of this kingdom" 

The " standard of and for the lawful silver coin of this 
kingdom " is of course that fixed by the regulation of the 
Mint in the 43 of Elizabeth (1601), namely, as stated by 
Newton, 62 shillings to the pound weight of silver, 11 
ounces 2 pennyweights fine, and 18 pennyweights alloy. 

The standard for the gold coin, according to a regula- 
tion of the time of King Charles II., was 44£ guineas to 
the pound weight of gold, 11 ounces fine, and 1 ounce 
alloy. The number 'of silver shillings the guinea was 
worth was fixed by proclamation. In a certain sense, 
therefore, silver remained the monetary unit until 1816. 
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APPENDIX L. 

The Bullion Eepoet of 1810. 

Mr. Horton, in the volume already alluded to, 
makes a valuable examination of the Bullion Be- 
port of 1810, on which the legislation of 1816 was 
founded. He shows that in seeking the primary 
object which the committee had in view, namely, 
the convertibility of the paper currency which had 
been suspended from 1797, it omitted 

"to consider with equal thoroughness the general ques- 
tions of monetary policy involved in the maintenance or 
choice of a metallic pound sterling whose place was being 
usurped 

Although given to the world only in 1805, in his 
treatise on the Coins of the Realm, the gold mono- 
metallist theory of Lord Liverpool had long heen per- 
fected; and in 1798, when first the guinea rose to be 
worth more than 15} times its weight in silver in 
England. And when for the first time for two-thirds of 
a century private persons were bringing silver to the 
Mint, this theory in extreme form was placed upon the 
statute book. 

It would be too much to ask of Lord Liverpool that 
he should have appreciated fully the extent to which his 
theory was revolutionary. Looking back upon it from 
the vantage ground of later experience, it is easy to see 
that, unlike the silver standard of Locke, this gold 
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standard, although it might be possible in one nation — 
England's own experience in the eighteenth century 
supported this view— yet it could not be extended to 
many nations 

As a policy susceptible of general adoption, the scheme 
of Lord Liverpool is obviously unworthy of comparison 
with that of these elder mono-metallists with which he 
seeks to connect it In fact the effort to justify the gold 
standard by recourse to the silver standard is, if I may 
use so strong a figure, analogous to an attempt to prove 
that because a pyramid will rest securely upon its base, it 
will therefore stand safely upon its apex. Of course 
Lord Liverpool did not propose the gold standard as a 
scheme which could be applied elsewhere than in 
England; but at the same time he was apparently 
unaware that this was a defect that entered into the body 
of his scheme: he was apparently unconscious of the 
golden rule of the solidarity of intetest of the nations in 
the money of the world, as he was mistaken in supposing 
his theory to be like that of Locke. 

Strange to say, modern monetary opinion has allowed 
itself, to a considerable degree, to reflect this erroneous 
view, and it has been quite generally believed that in the 
gold standard, England has borrowed the substance instead 
of the shadow of the doctrine of Locke. The late attempt 
to extend the dominion of Lord Liverpool's theory over 
the continent of Europe reveals it in its true light. 

In such a situation therefore as obtained in 1810, when 
the great authority in England, whose word was mone- 
tary law, had thus spoken upon the monetary situation, 
and in a time of national commotion and of national effort, 
it is not strange that a special committee of the legisla- 
tive body, even with a Horner and a Huskisson at their 
head, should have passed lightly over some of the im- 
portant problems of money 

Actual convertibility, lost for a time, was still looked 
for in the immediate future, and in the meantime the 
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paper was to be kept at par. The standard was not to be 
lost. 

And what was the standard? A consideration of the 
statutes (referred to) will show that for a century all 
obligations enforcible by law in Engiand had been pay- 
able either in gold or in silver coin, if of full weight, at the 
option of the payer ; and hence, if we use the word 
" standard " in the sense which best represents the facts, 
gold and silver remained de facto and de jure the 
" standard" till J 816. Lord Liverpool, however, uses 
the word " standard " as simply meaning " the principal 
measure of property " — that is to say, the chief coin in 
use. This diction was apparently followed by the Bullion 
Committee, and gold was held to be the English " stan* 
dard." This confusion of terms would, of course, have 
been harmless if no confusion of ideas had followed. 
Indeed there is a certain moral respectability in the idea 
that England was bound to stand by her " standard '• in 
the narrower sense, to maintain that which had been her 
principal coin as still the principal measure of property. 
Strict honour, ideal justice, would in any case have been 
better served by the maintenance of the true double 
standard under which, strictly construed, all English 
obligations for a century had been incurred ; and the law 
of 1798 was in a certain measure (just as the orders of 
restriction of cash payment of 1797 had been) an impair- 
ment of the obligation of contracts. But still, if through 
some not far-seeing, not clear-thinking, but generous 
feeling of loyalty, England was attached to the guinea, 
and on account of habits contracted in the reign of the 
Georges felt constrained to renounce the "standard of 
Elizabeth," it is not necessary to attack this fidelity of 
gold in order to decide the question here raised about 
silver. As a matter of fact, England did not cleave to 
gold. " Her standard floated bravely on the breeze, but 
it was unattached to terra firma. The Union Jack had 
become a rite. Englaud was using paper money." 
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While Lord Liverpool and the authors of the Bullion 
Beport were restricting the meaning of the word " stan- 
dard " in suoh a way as to exolude silver, the gold coins, 
formerly chiefly in use, had in ample measure left 
England, and bank paper had become the " principal 
measure of property." The question, therefore, whether 
England was not bound to maintain gold as her principal 
measure of property in preference to permitting silver to 
emulate gold in that function, is practically excluded 
from the discussion. 

The only question actually at issue under this head 
is whether it was not better to have England's paper 
at par with silver as well as gold than to have it below 

par both in silver and gold 

There is a natural disposition on the part of those 
familiar with the controversy waged in England in the 
great cause of Specie v. Paper to assume that the know- 
ledge and acumen enlisted in support of specie in that 
cause had been equally applied to the great ejectment 
case of Gold v. Silver, which was so summarily decided 
in favour of the party whose possession seemed para- 
mount. 

Such, however, is not the fact There is indeed no 
proof that the case was ever fully argued on its merits, 
either in the Privy Council in 1798, before the Bullion 
Committee 1810, or before Parliament in 1816. . . . 

It is interesting to note that the great men who so 
sagely guided the policy of their country in establishing 
in permanence the convertibility of England's paper 
money had really never, in their own minds, clearly 
formulated the question of convertibility into silver or 
convertibility into silver and gold, as compared with con- 
vertibility into gold alone. 

Now, it is not surprising that this omission to pass 
upon the merits of the question should have been the 
symptom or result of an entire lapse of knowledge of 
the relative position of the two metals, the nature of the 
demand for them, the causation of their value. 
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If it were assumed that the two metals were to all 
intents and purposes one, so that they formed, in fact, 
one great body of metal, white and yellow, of which each 
nation drew its quota in whichever colour or mixture of 
colours it preferred, and that, in the main, either metal 
was a complete substitute for the other, it would be very 
easy and perfectly natural to pass by unobserved the 
problems heretofore examined. 

The facts to which I have alluded, connected with the 
novelty of England's situation and of Lord Liverpool's 
theory, themselves suggest that an unconscious assump- 
tion of this kind would have been perfectly natural, but 
the following observations show that the lapse of 
knowledge went so far as to involve unconsciousness of 
the actual status of silver in English law. 

As is apparent from the preceding extracts from the 
English statutes, silver coin was legal tender in 1810 for 
any sum whatsoever, although for a payment over £2b 
the payee could demand coin enough to make up the 
legal weight of silver pounds sterling. He would have 
had to do the same thing in Amsterdam 

This limitation of legal tender by tale had, however, 
lasted only from 1774 to 1783, and as there had been no 
improvement, only a deterioration of the condition of the 
coins between 1774 and 1783, it is probable that the 
limitation was not a matter of much practical importance, 
because the amount of silver in circulation was actually 
less than trade required. This expiration of the statute 
in 1783 is, by the way, not merely a matter to be 
ascertained from the statute books, but is mentioned by 
Lord Liverpool on page 129 of his treatise. 

Subsequently, and after the restriction of cash pay- 
ments had taken place, when England was entering 
upon aa experience of a paper standard, worth in many 
cases far less than ever were silver coins, this law was 
revived in connection with the prohibition of silver 
coinage. 

L 
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What proportion of these facts were known to the 
authors of the Bullion Report? They say, that ever 
since 1774, silver coin had not been legal tender above 
£25. 

How was it possible that the facts could have been 
ignored by such men ? 

The following obvious explanation occurs to me: — 
There were no full-weight silver coins in England in 
1708, when silver was coming to the Mint, in spite of what 
the Bullion Report, ignoring that England had gold, 
because gold was cheaper than silver, calls merely " the 
usage and commercial habits of the people." In 1798 
the manufacture of full-weight silver coins had been 
.prohibited. 

The authors of the report had, therefore, never seen 
silver coins with which, under the law; one could pay a 
debt above £25 without losing a percentage on the 
oxoess so paid ; for, by tale, 20 shillings of George II., 
worn to four-fifths of their original weight, were a pound 
sterling ; but when they were paid by weight, one must 
put 25 of them into the balance in order with them to equal 
the weight of that silver pound sterling which remained 
the monetary unit of Great Britain. But had they been 
freshly coined, or of full weight, 20s. would have made 
a pound sterling for a payment of £25,000 as well as 
for £25. 

Not having had actual experience of this fact the 
authors of the report ignored it, and spoke of silver with- 
out being aware that silver was legally, and, but for this 
prohibition of coinage which they do not mention, might 
have been, in practice, as completely money in England 
as it was in the Netherlands. 

The historical aspect of the question, of which 
these extracts give us a glimpse, are of great interest, 
and I would advise the reader to examine them 
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more fully in the sources from which I have 
drawn, or in others which may present themselves. 
M. Emile de Laveleye, in the address to which I 
have already referred to, says : — 

There are to-day two schools in political economy, the 
" historical " or " realistic," which employs hy preference 
the inductive method, and the orthodox or " rational" 
school, which chiefly makes use of deduction. The in- 
ductive school examines facts established hy history and 
hy statistics, and endeavours to draw from them the rules 
which should he applied to the direction of economic 
interests. The deductive school studies the nature of 
man, and infers absolute universal laws, which it calls 
" natural " laws. The first says that political economy 
is a science greedy of facts; the second affirms that its 
principles are so manifest that they can dispense with the 
control of facts. The one, lost in the thousand complica- 
tions of industrial and commercial life does not always 
attain a sufficient clearness in its ideas ; the other, on 
the contrary, from the height of its abstract axioms, pro- 
mulgates dogmas to which, too often, experience must 
give the lie. 

Our English economists have, no doubt, treated 
this question of standard too much in the latter 
way, and have been led astray in doing so, and it 
will only be by giving both methods of inquiry 
their due place that the truth regarding it will be 
clearly established. 
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APPENDIX M. 

Mb. Ernest Seyd's Predictions. 

In my introduction I have referred to M. Wolwoski 
and Mr. Ernest Seyd, and it may be well to give 
here the following extracts. In his work entitled 
" The Decline of Property," published in 1879,* 
Mr. Seyd wrote : 

In a book first issued in 1868f the writer first stated 
the outline of the views here represented. The late 
Senator Wolwoski, of France, who may truly be called 
the father of Bi-metallism, translated portions of the 
same in his work on the subject. In another publication 
issued in 1869 J these views were more specially affirmed. 
In 1876, when the fall in the price of silver created some 
alarm, the author read a paper,§ and in 1878 he again 
followed up the subject before the Society of Arts.lj In 
all these publications it was distinctly stated that the 
demonetisation of silver was the original cause of the 
decline of trade. In 1871 the writer ventured to say : 

" It is a great mistake to suppose that the adoption of 

* Published by Edward Stanford, 55, Charing Cross. 

t" Bullion and Foreign Exchanges." 700 pp. Effingham Wilson. 

1865. 
J " The Depreciation of Labour and Property which would follow 

the Demonetisation of Silver." 169 pp. Effingham Wilson. 

1865. 
§" The Fall in the Price of Silver." 112 pp. H.S.King&Co. 
|| "The Wealth of Nations and the Question of Silver." Eden 

Fisher & Co., London. 
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the gold valuation by other States besides England will 
be beneficial. It will only lead to the destruction of the 
monetary equilibrium hitherto existing, and cause a fall 
in the value of silver, from which England's trade and 
the Indian silver valuation will suffer more than all other 
interests, grievous as the general decline of prosperity all 
over the world will be. The strong doctrinism existing 
in England as regards the gold valuation is so blind, that 
when the time of depression sets in, there will be this 
special feature ; the economical authorities of the country 
will refuse to listen to the cause here foreshadowed; every 
possible attempt will be made to prove that the decline 
of commeroe is due to all sorts of causes and irrecon- 
cilable matters. The workman and his strikes will be 
the first convenient target ; then speculation and over- 
trading will have their turn. Later on, when foreign 
nations, unable to pay in silver, have recourse to protec- 
tion, when a number of other secondary causes develop 
themselves, then many would-be wise men will have the 
opportunity of pointing to specific reasons which in their 
eyes account for the falling off in every branch of trade. 
Many other allegations will be made, totally irrelevant to 
the real issue, but satisfactory to the moralising tendency 
of financial writers. The great danger of the time will 
then be, that among all this confusion and strife, Eng- 
land's supremacy in commerce and manufactures may go 
backwards to an extent which cannot be redressed when 
the real cause becomes recognised, and the natural 
remedy is applied." 

The role of a prophet is not a desirable one, and these 
remarks are only quoted to show that the views held by 
bi-metallists have been confirmed by events. But, besides 
the writer of these pages, there are numerous other 
authorities here and abroad, amongst whom M. Henri 
Cernuschi (the spirited inventor of the word " bimetal- 
lism ") requires special mention, who agree with the 
opinions here expressed. 
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It is perhaps fitting, in closing these extracts, 
just to say one word regarding M. Cernuschi, who is 
thus referred to by Mr. Seyd. Although it is the 
fashion for English mono-metallists to make fun of 
the dramatic style which he sometimes adopts in 
seeking to impress the views he so earnestly holds, 
I believe that erelong the great service he has 
rendered by his brilliant advocacy of Bi-metallism, 
will be folly acknowledged, and, as my humble 
tribute, would here say, that it was in reading one 
of his pamphlets my interest in the subject was 
first aroused, and that very much in the way I 
have already described, I suddenly came to per- 
ceive its true bearings. 



Evrnronm Wilson, Printer, Royal Exchange, B.C. 
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